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July 17, 1973 
1109-15 


поп. Charles Б. Stewart, Jr. 
United States Dietrict Court 
eouthern District of New York 
Urited States Court House 
госу S.juare 

‚ York, New York 10007 


То: International Controls Corp. v8. 
Robart L». Vesco, et al 
23 Civ. 2518 


Dear Judge Stewart: 


Pursuant to the discussion before the Court on July 
9, 1973, the following comprise specific objections on behalf 
of Vesco & CO., Inc. to the substance and form of this Court's 
orders of July 3, 1973, and the findings incorporated therein. 
The following is not deemed to рс exhaustive, nor a waiver of 
our overall position that the Court is without juricdiction, 
thet the complaint fails to state & claim upon which relief 
сай be granted, and the numorous other objections and дабопвев 
previously submitted 


1. We object to the entry of any order purportedly 
directed to Veaco & CO., Inc. fn tho matter of SEC v. Vasco 
(72 Civ. 5001 (CL8)), and we have great difficulty іп undar- 
standing even after oral argument the Court's entry of such 


- Letter Memorandum E 
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an order against our client wiich is not сусп a party to that 
action. 


2. We object to Paragraph 3 of the findings and in 
particular the reference to the “claims” therein of "Special 
Counsel". Such “claims” бо not Lelong in any findings of fact 
or conclusions of law., ‘We particularly object to sub-paragraph 
(4) of Paragraph 3 in that there is no evidence in 41.6 record, 
othar than the bara application of the plaintiff, to support 
that paragraph, and wiat docs appear іл the record in this 
matter Ly way of fact tends to contradict. 


3. We object to the last sontence of Paragraph 10 
in that there is no evidence supporting it. 


4. We object to Paragraph 11 and ack that it be 
stricken. ‘Thera is no evidence in the record to suprort it 
insofar as Vesco & Co., Inc. ів concerned, and we do not even 
know what the phrase "corporate alter озо" is supposed to mean. 


5. We object to the last sentence of Paragraph 14. 
It should Le point, d out, incidentally, that not all of the ICC 
stock hold by Vescu & CO., Inc. was transferred therein by Robert 
lı. Vesco, but approximately 46,000 shares ticreof was transferrod 
to Veeco & Co., Inc. by his children. 


6. We object to Paragraph 16, in that it is lergely 
unsuppe ted Бу the evidence. 


7. Wa object to Paragrap!:is 21 and 22 in that they are 
unsupported by the evidence and contrary to tlo prevailing legal 
principles. 


8. We object to all of the conclusions of law insofar 
as they purport to pertain to Vesco & COo., Inc., and we speci- 
fically object to Paragraphs 8, 9, 10 and 11 of said conclusions 
in that t'sy are contrary to the record in the matter and contrary 
to case low. 


With respect to the question of an “evidentiary hearing® 
or lack thereof, it 48 our position at this time that the record 
is ro completely barren of any proper evidence reyarding any 
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kind of claim or basis of relicf against Vesco & CO., Inc., 
thet no useful purpose vould be served Ly ruch a hearing at 
this stage. Yurthernore, the Court's effort, simply becauce 

t entered an order and adopted findings of fact and conclusions 
of law without notice to us, to shift tie burden of proof to us, 
is legally improper. 


Respectfully yours, 


UMLHCE В. ORLOFF 


Lb2/rf 
сс: Shea, Covid, Climenko & Пралог, ESOS. 
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rder appointing Lois S. Yohonn, Esq. 


ate 1 July ЖТ, 1973. 
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| ШИЖ Hs 
, UNITED STATES DISTRICT COURT 1% A 
| SOUTHERN DISTRICT OF NEW YORK sw „ 2 
| јо ee ре x ы ОЕ N “ғ 
| INTERNATIONAL CONTROLS СОКР. : - 

. Т Civ. Action No. ай 

ы K Plaintiff, : 
| 73 Civ. 2518-CES 


-against- $ 


| ROBERT L. VESCO, et al., : ORDER APPOINTING PERSON 


''O SERYE PROCESS 


ж- 
P 


--------------------- СТ Жәй 


--- 


У E 


ә, 
— 
~ 
> 
. 

1 

i 
-u——————MecLrü— ت‎ е <2- ” 
-r- - ^ = ж 


| Upon the annexed affidavit of C. Lconerd Gordon 
| (01 
! sworn to on July 27, 1973, and it appearing that Lois Б, Yohonn ‘ 


l| is a qualified ;erson over twenty-one years of age and is not 
га party to this action, and that speed ig essential ір the serv) 
of the summons and complaint and that there will therefore be 


a saving in fees if service is made by said person, jt іе herchy 


at 
2---: ——— —  — 9 


ORDERED, that Lois S. Yohonn be and she hereby is | 
| authorized to effect service of proces: n the within action on | 
defendant Robert L. Vesco. | 


Dated: New York, New York 


dy 2.1, 1493 


à Уан ye .%, 
Order] 571а e 
ы Ы: + ^ 
UNITED STATES DISTRICT COURT SE т 4.4 
SOUTHERN DISTRICT OF НЕМ YORK й WF 
-=--------------------------------- х (> {3 D. оғ, 
/ ”, 22025987” 
INVERNATIONAL CONTROLS CORP., 1 
см Action No, 
Plaintiff, ; 
) 73 0394, 2518-CES 
-against- : 
ROBERT №. VESCO, et al., : ORDER APPOINTING PERSON 
TO SERVE PROCESS 
Defendants. 1 > 
Өлүү тз к ЗН SER E PILPG ES AOL ee iy ENES х 


Upon the affidavit of С. Leonard Gordon sworn to 
on July 27, 1973, and it appearing that Lois S. Yohonn is a 
erson over twenty-one years of age ond is not a 
party to this action, and that speed is esse~tiel in the rervice 
of the summons and complaint and that there will therefore he 
a saving of fees if service is made by said person, it is hereby 


4 


ORDERED, that Lois S. Yohonn be and she hereby is 
authovived to effect service of process in the within action 


on defendant Robert №, Vesco, and it is further 


ORDERED that, service of process upon said defend 


Robert i. Vesco may be effected by depositing a copy of the 


summons and complaint herein upon the premises of the Jast known 


residcnce of said defendant located in Nassau, Pahamas, end 
mailing a copy of the summons and complaint herein to said 
defendant at the address of such last known residence :n Nassau, 
| it 1 
AJ Г 
| ҰЛТЫ мА ГЕ 
| ЖЕТІ, 
B 4 ‚ 
су \ ' V )( | ; 1./2 


Order 


L 
INTERNATIONAL CONTROLS CORP. 


Plaintiff, 


-against- 


E 


LI 
iROBERT №. VESCO, et al., 


Defendants. 


ses and 


T. I am a member of the firm of Shea Gould 


ғ VS | 
Climenko & Kramer, attorneys for plaintii f in the above ent itled 
1 


action. 1 make this aff’ lavit in support о! the instant appli- 


cation pursuant to Rule 4(c) of the Federal Rules of Civil Pro- 
|| 
cedure for an order appointing Lois S. Yohonn as а qualified 


] , , à 
„person to effect service of the summons and complaint herein 


| 


"upon the defendant Robert L. 


dh сік Ж ай.‏ سرت ә;‏ یه 


Notice of Appeal dated July 30, 1973. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SS A ee TT" 


INTERNATIONAL CONTROLS CORP., Index №. 
: 73 Civ. 2518 (CES) 
Plaintiff, 
4 МОТТСЕ ОР АРРЕЛІ, 
~against- 


ROBERT L. VESCO, et al, 


Defendants. 
і 


TO: SHEA, GOULD, CLIMENKO & KRAMER, ESQS. 
330 Madison Avenue 
New York, New York 10017 
and 
DAVID M. BUTOWSKY, ESQ. 
230 Park Avenue 
New York, Haw York 10017 


Attorneys for Plaintiff 
SIRS: 


PLEASE TAKE NOTICE that defendant Vesco & Co., Inc. 
hereby appeals to the United States Court of Appeals for the 
Second Circuit from the whole and every part of the order of 
the Hon. Charles Е, Stevert, dated and entered in this action 
on July 3, 1973, which order, inter alia,granted plaintiff's 
applications for preliminary injunctions. 

PLEASE TAKE FURTHER NOTICE that in the course of 
prosecuting the above-noted appeal, Vesco & Co., Inc. will also 
challenge, without in any way entering any appearance whatso- 


ever therein, the propriety of the entry of a second order of 


the Hon. Charles Е. Stewart on July 3, 1973 captioned in the 
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case of "SEC v. Vesco" et. als. (№. 72 Civ. 5001 (CES)) 
purportedly directed to "defendant" Vesco & Co., Inc. which 


was not a party to such action. 


ARUM, FRIEDMAN & KATZ 

450 Park Avenue 

New York, New York 10022 
(212) 371-3200 


ву. t “4 
ROBERT -ARUM 


Dated: July 30, 1973 
HANNOCH, WEISMAN, STERN & BESSER 
744 Broad Street 
Newark, New Jersey 07102 
(201) 621-8800 


x р? 5 м 


— ГАОВЕНСЕ B. NCE B. ORLOFF _ 
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"ohonn, Esq., dated August 6, 1973, 
summons and complaint upon Robert L. 
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{ j ERNNATIONAL CONTROLS CORP., 
Civ. Action №. 


; Plaintiff, А |; 
| 73 Civ. 2518-CES = ` | 7 
-against- : & '£/) 1 
бег. | 
ROBERT Le VESCO, et al., : AFFIDAVIT c 7. | 
К Defendants. : з =] aa: T 
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LOIS SYLOR YOHONN, being duly sworn, deposes and says $ 
ad 
1. І am an attorney associated with the firm of Shea | 

| 

Gould Climenko & Kramer, 330 Madison Avenue, New York, New York 08 
10017, ceneral Counsel for International Controls Corp., plain- | E 
‚ | tiff herein. | 


2e o." mem. > 


2. Ву Order dated July 27, 1973, I was authorized to 


- 


| 
i › 
torve 'the Summons and Complaint herein upon the defendant Robert | W 
| 

| 


L. Vesoo: ("Vesco"). i 
т Те 
E on Saturday, July 28, 1973 I proceeded to Nassau, | 


the Dahomes. Having been informed that there were guards station-| 


vt ed at the residence of dei: ndant Vesco, I determinod to first 

| attempt to serve him personally other than at his house. There- 
fore, after making numerous inquiries as to the possible where- 
abouts of defendant Vesco, I spent the afternoon and evcníng of 

‚ Sunday, July 29, and most of the day on Monday, July 30 searching 


for the said defendant in various places Jocated tn Nannan und 


M —‏ — س م س 


i 

| Paradiso Island, the Pahamas, which places had been Inf or netd 
! 

| 
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| at th> gate, and said, “My father said to ask you what you nt. 


! 


rene 


Affidavit 579a 
defendant Vesco frequented, These places included several restau- 


rants, hotels,. other places of entertainment, and yacht marinas. 


4, Late in the afternoon on July 30, 1973, having becn 
unsucccssful in locating the defendant Vesco up to that time, I 
proceeded to his residence on Brace Ridge Road, Hassau, the 


Bahamas. 


5. Upon arriving at the defendant's residence, 1 
proceeded to the gate of the grounds, which was locked and secured 
by three bolts. Two men who appeared to be guards were standing 
in the driveway near the gate. They approached and asked what 


I wanted. I inquired whether this was Mr. Vesco's house,” After: 


. 
\ 


some evasion, опе of the guards sad that it was, and asked what 1 
t Д 

I wanted. vas 4 
.. ы 4} 

7 " " 4 Ж 

6. I told him that a friend of Hr. Vesco in New York $ 

had suggested I stop by while I was in Nassau, end asked 15-1 { 
: 1 

could speak to Mr. Vesco. The guard asked my name and I told ! 
nim that I was Miss Yohonn. heus » ‘ 
re 

7. One of the guards said that he would have to спесь 


and went inside the house. The other guard remaincd in the drives 
t 
way. While the first guard vas in the house, a car drove up con- 
taining several persons, including a woman whem 1 believe to be 
Mrs, Уелсо, and two children. The remaining guard opened tho galt 
for the саг to cater; I resained standing outside the gato. After 
the people had yotten out of the car and entered the house, a hoy 


a 
of about 16 or 17 years old cane out of the door, came up to me 


- 


exhibit А 
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I replied, "I want to serve him with a 5ummona and complaint in 
an action entitled ICC v. Vesco." The boy jumped back and I 
threw the complaint at him, Ис caught it and threw it back at 
me, and ran back into the house. I then picked up the papers and 
handed them to one of the guards saying, "I am serving you with 
the summons and complaint in ТСС v. Vesco." The guards then be- 
cane belligerent, threw the papers at me and said repeatedly, 


"you get out of here. We don't want no papers on this property. + 


Don't you put anything on this property." They then threw the 


complaint out in the road. | i 
4 
8. At this point, being somewhat afraid of the кке 
Т ran back to my car, which was parked several yards down the M 
А Vit * -4 

road, and drove back to the Paradise Island Hotel. » 
“% poi 

9, I returned to my room and telephoned the Chamhers 
of Charles E. Stewart, District Judge, to inform him of what 
Y 
had happened and to request that he authorize me to use .the 4 


ancillary order which had been previously prepared ond signed сл. 
July 29, 1973, whi h Order permitted me to effect good servic: 
upon defendant Vesco by depositing а сору of the summons and com, 
plaint upon the premises о: defendant Vesco's residence on Breca 

ч 


Ridge Road, Judge Stewast authorized re to effect sarvice as 


provided in this second Order. 


10. Anticipating ро. le problems upon my return to 
deCeadine Vozea'3 residence, I rolled up the said cuinmons and 


conpluint amd tied it vith а blue ribbon in order to facilitate 


! t£lhircvina it ove: the wall onto the property. 


— ао ФТТ 3 А 


г 
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| 11. 1 then hired а taxi and instructed the driver to 


which he iid. Ж then told him to 


drive along the coast road, 


turn on to Вгасс Ridge koad, drive to the спа, ana come back. whe 


wa came even with the beginning of Mr. Vesco's property: which was 


em several yards from the gate at which the guards were 
pese т told him to stop. 1 got out of the car, threw the 


summons and complaint onto the lawn a few feat from the front 


door of the house, and took а photograph of the premises with the 
summons and complaint lying on the lawn. 17 then got. quickly 


back into the taxi. At this point, the two guards came running 


out of the gate, one of them bearing à piece of pipe and the at 


| other carrying 4 stick. One of them pulled open the door of the i 


ж and ordered me to get out. I answered, "No." He held. the 
Ге ореп and kept sayings "You get out of that C 


) 
ar, you take 1554 
I again refused. At this point, the taxi йг ; 

\ 


those papers." 


ے 


You can't do anythiny t?s 


| 


pe while she is in my taxi." 


| 
| 


| said to the guard, "This lady hired те. 


т then said to the guard, "езе 


that door jmnediately- you have no right to touch this car.” 


no right to put anything on this prc y 
і 


(The С. LU 


quard roplicd, "You have 


' On» guard tren said to the other, “со call the E P 


tne panamiar Secret police). There then ensued a period 6s 4 


4 

| is 

| i қ i 4 ы 

jor two nutes during which the guard continued to demand that ва 


lo cur oc the taxi; the taxi driver insisted that 1 had hired him 


andi tuc the guards Һа no r ight to touch the car; and during 
S i, 


| which 1 repeatedly peqoest СЧ the taxi driver to drive ол, ri: 


p taxi driver put the car into gear and started to drive =} 1¥ 
Г . 


down tie rout. M this point, f noticed that vcsco's SON, whom 1 


Mid 


1 
pe 


4 
! 


A 


рор НЕТ ا‎ soto P dei 
| 


had spoken V 
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ith earlicr, was standing in th 
watching the altercation. The taxi driver 


end of thc road апа procceded onto the 


down the road, he said to me, th 
They are in the car behind the car in back of us." 
becoming sericusly concerned for my 


driver to proceed to the Britannia Beach Hotel, 
some distance from the Paradise 


to by various corridors and the like. 


12. I got the name and taxi number of the 


requested that he be good enough 
whereabouts in the event the I 


us appro 
a circuitous route back to the Paradise Island Hotel, 
film in my camera in a safe-deposit box 
I remained in my room fox perhaps one hour, 


couple of occasions the telephone range 


up there was no one on the line. 


event is of any 


sonal safety from that point until 1 


| 
| 
| 
| 


cerned for my per 


Bahamas, which was the following day, 


further flights available on July 30 after my return 


iat approxinately 7:00 p.m. 


| Exhibit А ^! Б B 


ached him and asked any questions. I then proce 


drove slowly to the 


safety, I instructed the 


not to inform anyone of ny 


с middle of the road 


coast road. A short way 


Island Hotel, but connected th: 


> 


( 


"Маам, those men are following us. 


At this poi nt 


which is a hotel 


y 
> 


n 
ғ 


| 


driver, nå 


5 


›еор1е in the car which had follo:t* 


i 


eded Ы; ' 


H 


placcá t'. 


and proceeded to 


my 


4 


Each tine I picked 


L3. г do not know whether or not th: Jant-ment be 


significance, but I мав and continued to ) 


зеге 


со 


th 


C 


during which on à 


July 31, there being пс} 


ү; 


1 


1 
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| 214. On August. 1, after my return to New York, 
| ап Ааа рауан сору of the summons and complaint herein to defen- - 
‚ dant Robert L, Vesco, addressed to him at his last known resi- 

l dence in Nassau, the Bahamas at Brace Ridge Road, by depositing 
true and correct copies of the same, properly enclosed in a tirst 


| TW i 
| class post paid wrapper, in the official depository maintained 


| and exclusively controlled by the United States Government at М 

' V 

il А , 

| 330 Madison Avenuc, New York, New York 10017. "| 
| | ти 
| d T E * 
| а ТА 2 / a 
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6th day of August, 1973. чү, SER 
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Transcript of proceedings before Judge Charles E. Stewart 


dated August 14, 1973. 


(584a - 595a) 
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Y | UNITED STATES DISTRICT COURT 
^ : к 3 
2 | SOUTHERN DISTRICT OF NEW YORK T7 Deseo. 
3 - como aoe e2nes= - «ғ c a .---х N M de а i^ 
: O 
4 | INTERNATIONAL CONTROLS CORP., : 5^ T е adi 
5 Plaintiff, 
5 vs : 73 Civ 2518 
T || ROBERT. L. VESCO et al., : 
8 Defendants. 
9 кы aec cc o ae жə — ж «ж ew 666—6 = «ғ ==== co x 
10 
New York, N. Y. 
11 Р 
August 14, 1973 - 12:15 p.m 
| v 4. ^ а 
13 | Before, .. ,.... а 
HON. CHARLES В. STEWART, JR., 
15 "46072 22% District Judge. 
16 ба 
APPEARANCES: ~ 
17 T , 
SHEA, GOULD, CLIMENKO & KRAMER, Esqs., 
18 General Counsel for Plaintiff 
SHELDON D. CAMHY, Esq., of Counsel 
19 "Р : { " 
BUTOWSKY, SCHWENKE & DEVINE, Esqs. 
20 ,.Bpegial.Counsel for Plaintiff 
DAVID M. BUTOWSKY, Esq., of Goiak. 
21 zh . 
CHRISTY; PREY & CHRISTY, Esqs., 
22 Attorneys for Апасап Credit S. A. 
ARTHUR Н. CHRISTY, Esq., and 
23 ROBERT S, APPEL, Еза., of Counsel 
А | PETER $. HERRICK, ESQ., í 
| Assistant Regional Céunscl, United States Customs 
| 
25 | 
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4 
сема. САМНУ: Your Honor, on the application of 


International Controls, your Honor signed an order to show | 


‘cause on August 3, 1973 for respondents to show cauce why | 


respondents should not be stayed from removing the yacht 


Patricia from the territorial limits of the United States. 


|| his application represents an attempt by plaintiff, ICC, to 


restrain removal of assets believed by ICC to be owned by 


üefendant Robert Vesco pending further proceedings in this 


case, ` 


PET: “5 те authority on which we всех this relief is the 


Manor Nursing case and the power of thís Court under the 1933 


act to restrain the commission of a fraud. 


"wes C. 2 ФТНЕ COURT: Mr. Camhy, I think Mr. Auspitz has 


‘something to say." 


MR. AUSPITZ: .Your Honor, may I make a brief appli- 
ъ 


cation before Mr. Camhy makes his application? 


"Ме have advised Mr. Vesco that Paul, Weiss cannot 


represent him in the application of ICC,because we have repre- 


sented ICC in the past, and we may have a conflict of interest 


Sa iy There was an attempt to serve Mr. Vesco in the 


Bahamas on July 30th. His time to respond to that attempt 


at valid service was to have expired on August 20th, which ! 


believe is Monday. М4 Vesco mus 
nd ' 


r not to appear in this action а 


| 
+ now obtain new counsel un 
make a decision whether о 


и $. COUHT "OUS! 
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Transcript 587a 
MP ; 3 
if to appear, then how to respond, and although I ам not onter- 
ing an appearance here today by consenting to jurisdiction, I 
woulé like to request an extension of time for Mr. Vesco to 
appear in this action and to respond to the complaint. 
€ isa. c CMR.. САМИХ, That application ie respectfully opposed, 
your Honor. ‘An extension of time to appear I don't think is 
appropriate under the círcumgtances “< this case. Аз extension 
of time to respond may be a cifferont situation, but I think 
Mr..Vesco has been aware of the problem for a long time. The 
service was made in notorious fashion, received considerable 
noteroity.. He has knowa about this. Не has had this decision 
on his mind for а long time, and he should know whether he 
wants-to make г voluntary appearance or leave his in personam 
rights on the floor. 

Ме believe our. service is good. Mr. Vesco has many 
alternatives. open to bh and 1 am eure a2 is well advised. 
If he wishes time to bring а response, I think that would 
present a difforent question. 

THE COURT: Is there anybody here representing Mr.": 
Vesco Án this. matter? .. | “4 5 rode eub бө 

MR. AUSPITZ: Мо, your Honor. There is not. As 1 
вау, we were only able to advise him recently, in the past 
week, that we would not pe able to represent him. This was 


because of the attempted service on July 30th, only a week 


S$OUTWERM DISTRICT COURT REPORTERS. US COURT HOUSE 
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, 


agọ.. The attorney in charge, Mr. Liman, has been in Europe. 


The question of whether or not to appear is a dif- 


ficult one, on which Mr. Vesco should have the advice of 


counsel, and I think it is unfair to require him to make that 


decision either without counsel or with counsel who would be 


hastily briefed and advised. 


I might point out that although special counsel for. 


| ІСС was appointed back in March, the action was not brought 


until.early in June, and this attempted service was not 


until “he 30th of July. 50 I think a brief extension would 


not be an unreasonable delay. 


THE COURT: Did you say that Mr. Liman was 1 


Europe? À “ 


MR, AUSPIT2: Yes, sir. 


ei 4 acd МА. САМКУ If your Honor will consider the nature 


b. « 
of the application, it says Mr. Vesco would like time in which 


| to de side whether to flout the processes of this Court OF 


| whether to come in. 


THE COURT: . Well, I am not sure what his motives. re: 


| Mr..Camhy, but certainly I think he ought to have counsel to | 


advise him on thís. What would be the harm of giving him 


a one-week extension? 
| 
| MR, САМЦУ: Тр appeur, your lionor? It seems to me 

1 


| if he is going to appear he needs time to gct counsel and t? 
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| 4 
2 | decide Whether to respond. But to decide whether he wishes to 


3 | become subject to this jurisdiction voluntarily or leave us 


4 | to our remedies standing on a valid service made upon him, 
| 


: 5 | this is а very simple decísion, bascd on a factual background 
6 | which he has had for months, in а sítuat'on in which he has 
! | been embroiled for months. 
8 ^ Now, he knows he has been avoidinc America. This is 
9 world-notoríous, Mr. Vesco's desire not to bo in the United 
10 | States. 
n It seems to me whether to accept the service grace- 


12 | fully or to leave hím to waive his ríghts 15 a decision which 
13 | he can make. I have no doubt, in the circumstances, that hc 
M | has been advised constantly as to what his legal rights are 
15 as to a presence in the United States or appearing for litiga- 
16 | tion, and for Mr. Auspits now to say that he needs legal 
17 advice, not to adeste but to appear, I think ignores a síx- 
18 | months history of Mr. Vesco evading the processes of the 
19 || United States laws. 

' МА. AUSPITS: Your Honor, I think the only action 
21 in which Mr. Vesco мг: attempted to be served was the SEC 
action. I think this is tho first time this has come up since 
then. We have not kren advised -- Мг. Camhy hasn't shown in 


any way how ICC would bejprejudiced by an extension. 


E M Ж. 


I admit there is a background here and that because 
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4 
we may have = conflict'I am not going to address myself to any 
of these problems. -I think, though, that in fairness to Mr. 
УҮевсо this extension should be granted. 
© Vee. “ТИБ COURT: I think I am going to give Mr. Vesco an 
extension of one week to appear and to answer. 
MR. AUSPITZ: Thank you, your Honor. May I submit 
añ order?  . t ў КИ, 
“PSHE COURT: Yes. 
ve “еее MR. AUSPITZ: Мау I be excused? n 
2- МЕ. CAMHY: Does that apply to this order to show 
cause as well? 
' әуре“: THE COURT: Но, 
ек... “MR. AUSPITZ: Tha: : you, your Honor. 

THE COURT: No; it doesn't apply to this order to 
show cause. “At least, I hadn't thought it would. 

MR. cuum Would you like to stay, Mr. Auspitz? 

MR. AUSPITZ: 1 understood that this did not apply. 
$ gather this is a boat which ТСС says belong” to Мг. Уевсо. 
I suppose other counsel would say otherwise. І don't thin ^. 
this concerns me in any way. 

: (Mr. Auspítz left the courtroom.) 

THE COURT: All right. If you want to go ahead, 

Mr. Camhy -- 


i 
MR. САМНУ: Well, I was merely wishing to report, 
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1 Им 7 i 
. 4 % 
2 your Bonor, that we have received no papers in opposition to 
3 this order to show causc, no appearance by any lawyer in ; 
l 


4 respect of the. application to stay the romoval of the ship or 
5 || бо stay Mre., Vesco or any of his agents or successors or 


6 assigns from removing the boat. 


{ 
} 
| 
! 
т б-к. ut I understand -- and this will be stated to you at | 
8 greater length, in greater detail, by representatives of In- | 


9 ternal Revenue and Customs, that there is an application in 


10 the, State of Florida to prevent the removal of the boat on. 


u rights asserted by the Customs Service -- and I will let them 


--- 


speak for themselves, but at the present time we have received 
no opposition from any party, Mr. Vesco ок anybody else,  -'2' 
opposing thin motion... ; "a TM Ladies 

‚ -. Мом, 14 ме «о herr opposition in court today, that 
will be the first official opposition that we havo heard, 

THE. COURT 1" ^11 right. 
‚ MR. CHRISTY: «If. it please the Court, my name is c 

Arthur Christy, and I was retained yesterday morning by 
Andean Credit 6. A.,,which is the owner of the yacht Patricias) 


This. із а Panamanian .corporation, anc I am advised no part of 


Ресһаре 1 ought to explain co the Court why we are 
here, and, inoidentally, 1 might say we didn't get a copy of 
à 


the papers until yesterday atternoon. We havo not served 
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which is owned by Усвсо or any membors of his family. 
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4 
anything. on Mg. Butowsky. 


M : 4, he yacht Patricia came into Miani about two weeks 


ago, X think, and at that time there was an allegation by 


Customs that it belonged to Мг. Vesco,and therefore it was 


seized pending determination of whether it was Mr. Vesco's 


yacht and he had to pay the duty as an American citizen bring- 


ing something into the United States. 


‚ Andean Credit, the owner of the Yacht, appeared in 


a4 


that action down in Miami, and 1 have only gotten these facts 


by telephone, and 1 think I am correct, your Honor: Andean ; 


counsel down there made ап application to dissolve the seizure 


by the Customs, and at that time the Cov-t in Miami apparently 


directed the Unitec States Attorney to file the normal forfeit- 


ure proceedings in rospect of the yacht, and I understand .. 


that he was told to do that by noon on :2iday, August the 10th. 


When he appeared, just prior to that and in connec- 


tion with the order that issued out of this Court, which рег- 


mitted ICC to bring an ancillary proceeding in Florida, the 


ICC reprasentative appeared there and explained that this, order 


had bean issued out of the New Xork Court. 


On Friday, the 10th, they came back before the Judge, 


who I think is Judge Mertens ~~ I am not entircly sure. The 


Judge, when he found that tbe United States Attorney was not 


prepared to file the forfeiture proceeding, which he is 
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x 

required tû do under the law -- apparently not feeling that he 

had. sufficient evidence or probable cause to establish that it 

was Mr. Vesco's yacht -- and also the Customs came into Court 

and asked for a stay, which I understand was denied -- 
THE COURT: A stay of what? i hb 1 
*^is.MR. CHRISTY: A stay of the proceedings down | 


there. + That was denied. But since the Andean people had 


appeared, representatives of Andean had appeared in that 


———- 


Court, the Court in effect issued а TRO against the representa 
tives of Andean from removing the yacht pending a determinatio 
by this Court on this particular motion. 

The issue of ownership of the yacht was never 
argued before the Miami court, becausc, as I say, the United 
States Attorney was apparently unwilling to file the normal. 
forfeiture proceeding, which I think is quite significant. 

n- 227 THE COURT: - What is the normal forfeiture proceeding 
һа. CHRISTY: I understand -- and I am no expert on 
this, your Полог ~- that under 19 USC 1604, after there is a 
seizure the United States Attorney must promptly bring ап 
action to determine the validity of the seizure. This is what 
I am told by counsel, and I took a quick look at Section 1604 
this morning, а section with which I must say I am not vory 
familiar, but what I have just given the Court -- and I don't 


have the actual order or the minutes, which are on their way t 
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me right now, but this. ib what I am advised by counsel far 


Andean down in Miami -- 


„THE COURT: Wouldn't the action һе against the 
Customs Service, that is, an action by Andean -- 
MR. CHRISTY: No. The Customs seized the yacht, 
and thereafter counsel for Andean, arguing that it was the 


owner, sought to dissolve that seizure. 


< 24 Vs 


THE COURTS. Where did it do that? Where did it 


bring that proceeding? 


é 


y5, MR. CHRISTY: That was in Miami. There was a hear- 


ing... 


P hf 


‘THE COURT: In sone lawsuit? 


MR. CHRISTY: Some kind of proceeding. But the 


actual ownership issue was never argued, because I gather that 
that cannot, be determined until the United States Attorney 


or the Customs files the actual forfeiture papers. 


"E 


. THE COURT: Where the questionof ownership would be 


“3 


in issue? T TT EN a ы : wi ' EE EN 


TA „МА, CHRISTY: That's, right. I ғау this, and this 

is what counsel has indicated to me, that had ICC not appeared 
in Miami pursuant to the order that issued out of this Court, 
the Court in Miami would have dissolved the seizure, and the | 


Andean people could have removed their yacht. 


i 
Now, I don't think this is what would havo been the 
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MP . 11 
М. 
case}: but in’ view’ of the cider of this Court, the Judge down 
in ілі» instructed’ counsel Yor Andean to appear in this pro- 
ceeding in New York, and in effect he has issued a TRO pend- 
ing a decision by thie Court on this particular motion. 

‚ ^15 U5i.Now, your Honor, I have reviewed the papers submitte 
by Mr. Butowsky and more particularly the affidavit on which 
he seeks to restrain Mr. Vesco from removing the yacht, on 
the basis, presumably, that Mr. Vesco is the owner of the 
yacht Patricia, and I must say 4п candor to this Court I have 
seldom seen a skimpier affidavit under which to issue a tem- 
porary restraining order. 16 is merely on information and 
belief that the yacht Patricia is the property of the defend- 
ant Vesco, and he “alleges it is worth about $1,400,000, which 
48 just about correct. 

He talks about the change of name, a statement by' 
Vosco's son to the effect that "Daddy owns the yacht", or 
something like that, that the repairs were paid by Mrs. 
Meltzer; actually а check was issued on the McKinley Company 
by Mrs. Meltzer, бо his affidavit is not quite accurate. ' 


Also that Vosco -- 


THE COURT: Who is Mrs. Meltzer? 


MR. CHRISTY: Patricia Meltzer is Mrs. Vesco, That 


is her maiden пәле. i 


And ho alleges that Vesco is nt present a director 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERNATIONAL CONTROLS CORP., 


Plaintiff, 
-against- 


73 Civ. 2518 


(СЕ5) 


ROBERT L. VESCO, HARRY Г. SEARS, FRANK С. 
BEATTY, NORMAN LeBLANC, STANLEY GRAZE, 
MILTON F. MEISSNER, ULRICH J. STRICKLER, 
RICHARD E. CLAY, WILBERT J. SNIPES, 
FREDERIC J. WEYMAR, GILBERT R.J. STRAUB, 
C. HENRY BUHL III, RALPH P. DODD, ALWYN 
EISENHAUER, GEORGE PHILLIPE, JOEL GRADY, 
SHIRLEY BAILEY, VESCO & CO., INC., IOS 
LTD., COLUMBUS TRUST COMPANY, LIMITED, 
BAHAMAS COMMONWEALTH BANK, INTERNATIONAL 
BANCORP, KILMOREY INVESTMENTS LTD., VALUE 
CAPITAL LTD., GLOBAL HOLDINGS LTD., GLO- 
BAL FINANCIAL LTD., BUTLERS BANK, LTD. 
(now known as WHO HOLDINGS LTD.), ALLAN 
J. BUTLER, BANK CANTRADE LTD., FAIRFIELD 
AVIATION CORPORATION, FAIRFIELD GENERAL 
CORPORATION, SKYWAYS LEASING CORPORATION 
and MARINE MIDLAND BANK-NEW YORK, 


AMENDED 
COMPLAINT 


Defendants. 


Plaintiff, by its attorneys David M. Butowsky and Shea 
Gould Climenko & Kramer, for its complaint herein, alleges upon 


information and belief: 
APPLICABLE TO ALL COUNTS 


1. Plaintiff brings this action to recover money damages 


and other relief by reason of defendants' violation of various 


provisions of the Securities Exchange Act of 1934 (15 U.S.C. §§ 
78a et seq.) and the rules and regulations adopted and promul- 
gated thereunder and by reason of defendants' breach of various 


state law and common law duties owed by defendants to plaintiff. 


| 

2. This Court has jurisdiction of this action by reason | 

of § 27 of the Securities Exchange Act of 1934 (15 U.S.C. § rsa 
and the principles of pendent jurisdiction. | 
| 

3. The acts and transactions complained of herein —9 


4 
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among other places, within the Southern District of New York. 


4. Plaintiff International Controls Corp “ТОСУ 8 
Florida corporation which has its principal place of business 
in Thomaston, Connecticut. It is engaged in various diversified 
business enterprises, and it has plants and offices throughout 
the United States. The common stock and warrants of ICC are 


listed on the American Stock Exchange. 


5. (а) Defendant Robert L. Vesco ("Vesco") is a United 
States citizen who, at times relevant to this complaint, by rea- 
son of his ownership of more than 24% of ICC's outstanding stock, 
controlled and dominated ICC and its subsidiaries, and also at 
various times, controlled and dominated defendants IOS Ltd. and 
its subsidiaries, defendants Columbus Trust Company, Limited, 
Bahamas Commonwealth Bank, International Bancorp, Kilmorey In- 
vestments, Ltd., Value Capital Ltd., Global Financial Ltd. and 
Butlers Bank, Ltd., defendant "airfield General Corporation and 
its subsidiaries, and defendant Vesco & Co., Inc. At times 
relevant to this complaint, Vesco has served as chairman of the 
board of directors, chief executive officer of and consultant 
to plaintiff ICC' chairman of the board of directors, chairman 
of the finance and member of the executive committees of defen- 
dant IOS Ltd.; a director of defendant Bahamas Commonwealth 
Bank; director of defendant International Bancorp; director and 
president of defendant Value Capital Ltd.; a director of defen- 
dant Fairfield General Corporation; president and a director of 
Fairfield Aviation Corporation; and vice president and a direc- 


tor of Skyways Leasing Corporation. 


(b) Defendant Frank G. Beatty ("Beatty") is a United 
States citizen who, at times relevant to this complaint, has 
served as executive vice president-administration and finance, 
treasurer, acting chief executive officer and a director of 


plaintiff ICC; president, vice president, treasurer and direc- 
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tor of defendant Fairfield General Corporation; vice president, 
treasurer and a director of Fairfield Aviation Corporation; vice 
president, treasurer and & director of defendant Skyways Leas- 
ing Corporation, as well as vice president, treasurer and a di- 


rector of defendant Value Capital Ltd. 


(c) Defendant Harry L. Sears ("Sears") is a United 
States citizen who, at times relevant to this complaint, was an 
attorney representing defendant Vesco and a director of plain- 


tiff ICC. 


(а) Defendant Norman LeBlanc ("LeBlanc") is a Cana 
dian citizen. At times relevant to this complaint, he has served 
as executive vice president, chief financial officer and direc- 
tor of defendant IOS Ltd.; director of defendant International 
Bancorp; director of defendant Global Holdings Ltd.; president 
and director of defendant Global Financial Ltd., and president, 
treasurer and purported shareholder of defendant Kilmorey In- 


vestments Ltd. 


(e) Defendant Stanley Graze ("Graze") is a United 
States citizen who, at times relevant to this complaint, has 
served as portfolio manager for various mutual funds managed by 
defendant IOS Ltd., including Venture Fund (International) N.V. 
("Venture Fund"), Fund of Funds, Ltd. ("Fund of Funds"), IIT, 
an International Investment Trust ("IIT") and Transglobal Growth 
Fund, Ltd. ("Growth Fund"). He purportedly was a shareholder of 


defendant Kilmorey Investments Ltd. 


(f) Defendant Milton F. Meissner ("Meissner"), amcng 
other things, is a United States citizen who, at times relevant 
to this complaint, has served as executive vice president, presi- 
dent and director of defendant IOS Ltd., and was a purported 


shareholder of defendant Kilmore Investments Ltd. 


pss 


| 


| 
| 
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(g) Defendant Ulrich J. Strickler ("Strickler") is 


a Swiss citizen. At times relevant to this complaint, he has 
served as consultant to and director of defendant IOS Ltd., 
president and director of an ICC subsidiary, and director, of- 


ficer and purported shareholder of Kilmorey Investments Ltd. 


(h) Defendant Richard E. Clay ("Clay") is a United 

States citizen, who, at times relevant to this complaint, has 
served as vice president-office of the chairman of plaintiff 

ICC; vice president and a director of defendant International 
Bancorp; director of defendant Bahamas Commonwealth Bank; presi- 
dent and a director of defendant Value Capital Ltd.; vice presi- 
dent, secretary and director of defendant Fairfield General Cor- 
poration; and vice president, secretary and a director of Skyways 


Leasing Corporation. 


(i) Defendant Wilbert J. Snipes ("Snipes") is a 
United States citizen who, at times relevant to this complaint, 
has served as a director of plaintiff ICC, director of defen- 
dant Bahamas Commonwealth Bank, and senior vice president of 


American National Bank & Trust of New Jersey. 


(j) Defendant Frederic J. Weymar ("Weymar") is а 
United States citizen who, at times relevant to this complaint, 
has served as manz ing director of defendant Butlers Bank, Ltd., 
president and director of defendant International Bancorp, and 


a director of defendant Bahamas Commonwealth Bank. 


(k) Defendant Gilbert R.J. Straub ("Straub") is a 
United States citizen who, at times relevant to this complaint 
has served as director of European Services for plaintiff ICC, 
a director and senior vice president of defendant Bahamas Common- 
wealth Bank, and a director and senior vice president of defen- 


dant International Bancorp. 
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(1) Defendant C. Henry Buhl, III ("Buhl") is a United 
States citizen who, at times relevant to this complaint, has 
served as director of defendant IOS Ltd. and director of Fund 
of Funds, Growth Fund, Venture Fund and their respective man- 


agement companies. 


(m) Defendant Ralph P. Dodd ("Dodd") is a United 
States citizen who, at times relevani to this complaint, was 
president and a director of defendant Fairfield General Corpora- 


tion and vice president and a director of ICC. 


(n) Defendant George Phillipe ("Phillipe") is a 
Swiss citizen wł v, at relevant times, was an officer and direc- 


tor of defendant Bank Cantrade Ltd. 


(0) Defendant Joel Grady ("Grady") is a United States 
citizen who, at times relevant to this complaint, was president 
and a director of Skyways Leasing Corporation, president and a 
director of Fairfield Aviation Corporation and vice president 


and a directo. of Fairfield General Corporation. 


(p) Defendant IOS Ltd. ("IOS") is a nonresident Cana- 
dian corporation which is or was engaged in hold.ng a complex of 
mutual fund management companies, companies engaged in managing 
real estate investment companies, insurance companies, and vari- 
ous banks. 105, in December 1971, in exchange for securities of 
defendant Value Capital Ltd., most of which were subsequently 
distributed to IOS shareholders, transferred to Value Capital 
Ltd. certain insurance and real estate management companies and 
other assets of 10$. I0S, in October 1971, in exchange for cer- 
tain securities of defe: ^art International Bancorp, most of which 
were subsequently distributed to IOS shareholders, transferred 


to International Bancorp various of its banking assets including | 


Orbis Bank GmbH, Overseas Development Bank Geneva, Overseas De- 
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velopment Bank Luxembourg, Overseas Development Bank Bahamas and 


Overseas Development Bank Curacao. 


(q) Defendant Vesco & Co., Inc. ("Vesco & Co.") is 
a Delaware corporation dominated and controlled by Vesco. Vesco 
and his children have transferred to Vesco & Co. certain of their 
assets including, but not limited to, 846,380 shares of ICC com- 
mon Stock. Ву reason of his domination and control of Vesco & 
Co., Vesco & Co. is the alter ego of Vesco. Ву reason of Vesco's 
transfer of certain assets, some or all of which may represent 
fruits of the fraud and wrongdoing alleged herein. to Vesco & 
Co., Vesco & Co.'s presence in this c^tion is necessary in order 
to afford plaintiff complete relief and to insure against future 


violations of the federal securities laws. 


(с) Defendant Bahamas Commonwealth Bank Ltd. ("Baha- 
mas Commonwealth Bank") is a Bahamian corporation whose princi- 


pal executive offices are located in Nassau, Bahamas. 


(s) Defendant International Bancorp Ltd. ("Interna- 
tional Bancorp") is а Bahamian corporation with its principal 
executive offices in Nassau, Bahamas. It is a holuing company 
for various banking assets spun-off by defendant IOS (as de- 
scribed in paragraph 5(p) above), and it also owns a majority 
of the outstanding common stock of the Bahamas Commonwealth 


Bank. 


(t) Defendant Kilmorey Investi:2nts Ltd. ("Kilmorey 
Investments") is a Bahamian corporation which, cn or about March 
30, 1972, acquired from ICC certain former ICC subsidiaries 
w .ch held certain shares of preferred and common stock of de- 


fendant IOS. 


(u) Defendant Value Capital Ltd. ("Value Capital") 


is a Bahamian corporation which was formed in December 1971, 
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and became the receptacle of various insurance and real estate 


paragraph 5(p) above). 


management companies and other assets of IOS (as described in 
(v) Defendant Columbus Trust Company, Limited ("Co- 
lumbus Trust") is a Bahamian corporation. Until March of 1973, 
aefendant LeBlanc, tnrough subsidiaries of Butlers Bank, Ltd., 
owned approximately 60% of the outstanding shares of Columbus 


Trust. 


(w) Defendant Global Holdings, Ltd. ("Global Hold- 
ings") is a Bahamian corporation which holds the outstanding 


stock of Global Financial Ltd. 


(x) Defendant Global Financial Ltd. ("Global Finan- 
cial") is a Bahamian corporation which holds certain securities 
of defendant Value Capital, defendant Internationa) Bancorp and 
defendant Kilmorey Investments, which were acquired from ICC in 


June 1972. 


(y) Defendant Butlers Bank, Ltd. ("Butlers Bank") 


is a bank formed under the laws of the Bahamas. 


(z) Defendant Bank Cantrade Ltd. ("Bank Cantrade") 


is a bank formed under the laws of Switzerland. 


(aa) Defendant Fairfield Aviation Corporation ("Fair- 
field Aviation") is a New Jersey corporation which was engaged 
in the general aviation business. Оп October 18, 1967, ICC ac- 
quired all of the issued and outstandin^z shares of Fairfield 


Aviation. 


(bb) Defendant Fair‘ield General Corporation ("Fair- 
field General") is а New Jersey corporation organized on Novem- 
ger 15, 1971 ав a wholly-owned subsidiary of ICC whi’ > on De- 


tember 9, 1971 acquired from ICC all of the outstandi: stock 


КЫ уд ay tad 
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of Fairfield Aviation. Pursuant to a registration statement 
filed on Form $-1 with the Securities and Exchange Commission 
on December 14, 1971, all of the stock of Fairfield General was 


distributed as a dividend in kind to the shareholders of ICC. 


(cc) Defendant Skyways Leasing Corporation ("Skyways") 
was incorporated in New Jersey on December 23, 1970 and is a 
wholly-owned subsidiary of Fairfield Aviation. Its sole busi- 


ness is the ownership and operation of a Boeing 707 airplane. 


(dd) Defendant Shirley. Bailey ("Bailey") is a United 
States citizen who, at times relevant to this complaint, was 


secretary of ТСС and Vesco'g personal secretary. 


(ee) Defendant Marine Midland Bank-New York ("Marine 
Midland") is a banking corporation with offices in the Southern 
District of New York. Marine Midland was the transfer agent and 
paying agent for the dividend in kind described in paragraph 
5(bb). 

(ff) Defendant Allan J. Butler ("Butler") is a Baha- 
mian citizen who, at times relevant to this complaint, was, among 


other things, president of defendant Butlers Bank. 


(gg) Defendant Alwyn Eisenhauer ("Eisenhauer") is a 
United States citizen who, at times relevant to this complaint, 
was known as "director of aviation" of plaintiff ICC but, in 


reality, he was defendant Vesco's personal pilot. 


FIRST COUNT 


6. Beginning in or about 1970, defendant Vesco and the 
defendants named in the next paragraph embarked upon a scheme, 
as set forth hereinafter, by use of the United States mails, 
means or instrumentalities of interstate commerce and the fa- 
cilities of national securities exchanges, tc defraud plaintiff 


and its stockholders other than defendants ("its public stock- 


مد 


holders"), engaged in acts, practices and couxses of business 


ILLUM 
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to be described herein, which have operated as a fraud or deceit 
upon plaintiff and its public stockholders and have made untrue 
statements of material fact, or omitted to state material facts 
necessary in order to make the statements made, in the light of 
the circumstances under which they were made, not misleading in 
connection with the purchase and sale of securities issued and/ 
or owned by the following companies: 

їсс 

IOS Ltd. 

Linkink Progressive Corporation, S.A. ("Linkink") 

American Interland, Inc. 

International Bancorp Ltd. 

Value Capital Ltd. 

Kilmorey Investments, Ltd. 

Fairfield General Corporation 

Fairfield Aviation Corporation 

7. Іп engaging in the aforesaid scheme an fraudulent 

acts and practices, defendant Vesce has acted in concert with 
and has been aided and abetted by defendants LeBlanc, Meissner, 
Strickler, Graze, Beatty, Clay, Snipes, Weymàr, Straub, Buhl, 
Dodd, Phillipe, Bailey, Grady, IOS, Vesco & Co., Bahamas Com- 


monwealth Bank, International Bancorp, Value Capital, Kilmorey 


Investments, Butlers Bank, Bank Cantrade, Fairfield General, 


————-> 


Fairfield Aviation and Skyways and by other persons and entities 
The following participants in the aforesaid scheme, acts and 
practices will be referred to as “defendant Vesco and his group": 
defendants Vesco, LeBlanc, Meissner, Strickler, Graze, Beatty, 


Clay, Straub, Weymar, Snipes, Dodd, Grady and Bailey. 


8. The aim and object of the aforesaid scheme was for 
defendant Vesco and his group, by using the assets of plaintiff 
ТСС and its subsidiaries, to obtain and arrogate to themselves 
control of IOS and its assets and of other assets of ICC, out- 
side of ICC and at ICC's expense. As part of and in connection 


with the scheme, Vesco and his group caused ICC and its sub- 


the IOS securities and properties to entities controlled de- 


fendant Vesco and his group. 


9. In furtherance of the scheme, defendant Vesco and 
his group caused ICC and its subsidiaries to engage in a series 
of transactions by which Vesco and his group gained control of 
IOS. Оп or about September 4, 1970, defendant Vesco and his 
group caused ICC Investments Ltd. ("IIL"), a subsidiary of ICC, 
to enter into a loan agreement with IOS pursuant to which IIL 
advanced $5,C00,000 to IOS and received in exchange a note of 
IOS payable on May 24, 1971, together with warrants to purchase 
three million shares of IOS common stock. Thereafter, Vesco 
and his group caused the loan agreement to be amended, and 
thereafter caused the liability created by the agreement as 
amended to be settled by the payment to IIL of $5,500,000, the 
repurchase of the warrants of IOS for $350,000, and the deliv- 


ery to TIL of 6,000,000 shares of IOS common stock. 


10. In connection with the purchase by IIL of the IOS 
Stock, defendant Vesco and his group failed to disclose to ICC, 
the other members of its board of directors and its public 
shareholders that the transactions were designed to enable de- | 
fendant Vesco and his group to carry out their scheme to ac- 
quire the IOS stock and assets for themselves, and that defen- 
dant Vesco and his group intended to have IIL hold the stock 
at their disposal and boi: their benefit, until they could ac- 
quire it for themselves and intended to turn the IOS assets to 
their own private purposes to the loss and detriment of ICC 
and its public shareholders and of IOS and its affiliates and 


public shareholders. 


11. In furtherance of the aforesaid scheme, and simul- 


2% 
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sidiaries to purchase IOS securities and properties and to sell 
| 
| 
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taneously with the transactions described in the preceding para- 
graph hereof, defendant Vesco and his group caused ICC, through 

its wholly-owned subsidiary American Interland Inc., to purchase, 
for a price which was $3,500,000 above the market price, a large 


block of IOS preferred stock. 


12. Іп connection with the acquisition of the IC? pre- 
ferred stock, defendants Vesco and his group failed to disclose 
to ICC, the other members of its Board of Directors and its 
public shareholders that the purchase was designed to enable 
defendants to carry out their scheme to acquire the IOS stock 
and assets and the control thereof for themselves, and that de- 
fendant Vesco and his group intended to have American Interland 
Inc. hold the stock at their disposal and for their private 
benefit until they could acquire it for themselves. In addi- 
tion, defendant Vesco and his group failed to disclose that 
defendant Butlers Bank was aiding defendant Vesco in the scheme 
in return for various improper benefits which would be paid or 
given to defendant Butlers Bank and its managing director, de- 


fendant Weymar. 


13. In furtherance of and as part of his scheme, Vesco 
and his group caused International Bancorp to sell to defendant 
Weymar 30% of its stock in exchange for all of the stock of 
Bahamas Commonwealth Bank and caused International Bancorp to 


distribute the remainder of its stock to IOS stockholders. 


14. International Bancorp was a holding company which 
was a 70$ subsidiary of IOS and which had a shareholders' equity 


in excess of $17,400,000. 


15. In connection with the transactions by which defen- 


dant Weymar acquired 30% of the stock of International Bancorp, 


defendant Vesco and his group failed to disclose to ICC, the 


Amended Complaint 608a 

independent members of ICC's Board of Directors and the public 
stockholders of ICC that defendant Weymar was acting in concert 
with defendant Vesco and that the sale to defendant Weymar was 
part of the scheme by which defendant Vesco and his group in- 
tended to acquire IOS assets. In addition, in connection with 
the sale, defendant Vesco and his group failed to disclose that 
defendants Butlers Bank and Weymar were paid substantial рге- 
miums at the expense of I0S shareholders including ICC, and that 
the assets which Bahamas Commonwealth Bank owned when it was ас- 
quired by International Bancorp had been sold to it by Butlers 
Bank shortly before at grossly inflated prices far in excess of 


their actual value and at a profit to Butlers Bank. 


16. As part of and as 4 further step in the scheme, in 
or about December 1971, defendant Vesco and his group caused 
108 to transfer certain assets to Value Capital in exchange for 
shares of stock in Value Capital which were later distributed 


to 108 shareholders, including ICC. 


17. As part of апё ав a further step in the scheme, de- 
fendant Vesco and his group caused ICC to transfer all of its 
interests in 105 and former 105 properties, including its stock 
in International Bancorp and Value Capital, to newly formed com- 
panies purportedly unrelated to Vesco, but, in reality, under 


the control of defendant Vesco and his group.  Viz: 


(а) On or about March =", 1972, Vesco and his group 
caused ICC to sell its subsidiaries which held IOS stock to 
Kilmorey Investments, a shell corporation, for a total consid- 
eration valued by defendant Vesco and his group at $2,240,000. 
Only $200,000 was paid in cash. A large part of the remaining 
consideration, valued at $1,740,000, was based upon a contingent 
obligation of the subsidiaries acquired by Kilmorey Investmei.ts 


from ICC to indemnify ICC against tax liabilities arising out of 


| 
| 


a a A наа ERE 


| 
| 


in fact, never has. 


(b) In connection with the sale of these ICC sub- 
sidiaries to Kilmorey Investments, defendants failed to disclose 
to ICC and its public sbsokholdos s that the sale was part of 
and in .urtherance of defendant Vesco's scheme to obtain con- 
trol of IOS, that Kilmorey Investments, while purportedly owned 
by others, was, in reality, controlled and dominated by Vesco, 
that the consideration paid by Kilmorey Investments was illusory 
and that IOS possessed substantial hidden assets, including the 
net asset value of shares in IOS funds which the purchasers would 
not or could not redeem and that Vesco and his group planned to 
loot IOS and its affiliates to the loss and detriment of ICC and 
it; public shareholders and of IOS and its affiliates and public 


shareholders. 


(c) On or about June 3, 1972, defendant Vesco caused 
ICC to divest itself of all of its stock in International Ban- 
corp and Value Capital (which had been spun-off by IOS) by sell- 
ing it, together with four notes in the approximate total amount 
of $1,872,505, to Global Financial for $7,350,000 in five-year 
notes which carried five percent interest, plus Global Finan- 
cial's assumption of the contingent tax indemnification agree- 


ment referred to above in subparagraph (a) of this paragraph. 


(d) In connection with the sale to Global Finan- 
cial, defendants failed to disclose to ICC, the independent mem- 


( 
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ICC's investments related to IOS. The consideration was illu- i | 
sory because such an obligation was likely never to arise and, ; 


bers of its Board of Directors and its public stockholders that 


the sale was part of and in furtherance of defendant Vesco's | 
scheme to obtain control of IOS for the purpose of looting IOS | 
and its affiliates, that Global Financial had been purchased | 


by Global Holdings, all of whose stcck was, upon information 


4 


P 
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and belief, owned by defendant LeBlanc, as a shell from Interna- 
tional Bancorp, and that whil. Global Financial was purportedly 
owned by LeBlanc, it was, in reality, controlled and dominated 


by Vesco. 


18. Subsequent to the consummation of the transaction re- 
ferred to in paragraph "17(a)" and "17(c)" above, defendant Ves- 
co and his group and others proceed to and did loot IOS and its 
affiliates by misappropriating assets (including securities is- 
sued by United States companies) of certain funds known as the 
"Dollar Funds" (Venture Fund (International) N.V.; Fund of Funds 
Ltd.; IIT, an International Investment Trust; and Transglobal 
Growth Fund, Ltd.), which were managed by IOS subsidiaries, and 
the assets of two closed-end real estate funds (Investment Prop- 
arties International Limited and Global Natural Resources Prop- 
erties Limited) managed by subsidiaries of Value Capital. Defen- 
dant Columbus Trust participated in the misappropriation of the 


assets as described above. 


19. Various lawsuits have been commenced or threatened 
against plaintiff seeking to hold plaintiff liable for damages 
suffered by the shareholders of IOS and its affiliates, the 
shareholders and unit holder of the Dollar Funds and the closed- 
end real eatate funds referred to in paragraph "18" and others, 
as a result of the various wrongful acts of defendant Vesco and 
his group and others described hereinabove including, but not 
limited to, the looting of IOS and its affiliates as described 


in more detail in paragraph "18" hereof. 


20. As a result of the foregoing, plaintiff may be held 
liable to the shareholders of IOS and its affiliates, the share- 
holders and unit holder of the Dollar Funds and the closed-end 
real estate funds referred to in paragraph "18" and others, in 


which event plaintiff is entitled to indemnification from defen- 
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dant Vesco, Columbus Trust and all other defendants who are al- 
leged to have participated in the wrongdoing described herein 
for the full amount of any such liability plus the cost of de- 


fending such lawsuits, including attorneys' fees. 


21. By reason of the foregoing, plaintiff has sustained 


damages in an amount ascertainable only by an accounting. 


SECOND COUNT 


22. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraph "1" through "17", inclusive, 


hereof as though fully set forth herein. 


23. In November 1970, ICC purported to declare a dividend 
in kind of all of the outstanding shares of Fairfield Aviation. 
Purportedly to provide a holding company structure for the re- 
sulting public company, defendant Vesco caused ICC to organize 
Fairfield Genezal and, on December 9, 1971, to transfer all of 
the outstanding shares of Fairfield Aviation to Fairfield Gen- 
eral in exchange for all of the outstanding shares of Fairfield 
General, and thereupon to purport to modify the dividend in kind 
to provide that it would consist of all of the outstanding 


Shares of Fairfield General owned by ICC. 


24. The exchange by ICC of all of the outstanding shares 
of Fairfield Aviation for ali of the outstanding shares of Fair- 
field General was effected and the purported dividend in kind of 
the Fairfield General shares was declared in furtherance of and 
as an integral part of defendant Vesco's scheme to obtain con- 
trol of IOS and its assets and of other assets of ICC, indepen- 
dent of ICC and at ICC's expense. In particular, defendant 


Vesco and his group agreed that they would increase the value 
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of the companies to be spun off by the dividend in kind and 
thereby use the proposed dividend in kind as a vehicle by which 
Vesco and his group would acquire for their own personal use 
and for the use cf 105 various assets of ICC, which would ulti- 
mately include a Boeing 707 airplane, to be lavishly renovated 
according to defendant Vesco's specifications, and to be paid 
for, operated and maintained at the expense of ICC and its pub- 


lic shareholders. 


25. In furtherance of and as part of the aforesaid scheme, 
sometime after the formation of Skyways, which was incorporated 
on December 23, 1970, Vesco and his group caused ICC to contrib- 
ute to Skyways "as of September 30, 1970" aircraft having an ag- 
gregate market value of $363,000 (before assumed debt of ap- 


| 


proximately $183,000). 


26. In furtherance and as part of the aforesaid scheme , | 
on June 15, 1971, defendant Vesco caused defendant Skyways to 
purchase a Boeing 707 airplane from Pan American Airways for 
$1,375,000, of which $343,750 was paid with funds contributed 
to Skyways by ICC. As security, Skyways granted to Pan Ameri- 


can Airways a first mortgage on the Boeing 707. 


27. Іп furtherance of and as part of the aforesaid scheme, 
defendant Vesco caused ICC to lease the Boeing 707 from Skyways 
for the three months ended September 30, 1971 at a total cost 
to ICC of $439,000. In addition, defendant Vesco caused defen- 
dant Beatty to execute a lease with Skyways pursuant to which 
ICC purportedly leased the Boeing 707 for a period of five years 
at a monthly rental of $100,000 for each of the months of Octo- 
ber, November and December 1971; $83,000 per month for each of 
the months January through December 1972; and $47,000 per month 


for each of the months January 1973 through September 1976 or 
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for а total rental from January 1971 to September 1976 of more 


than $3,500,000. 


28. In connection with the dividend in kind, Fairfield 
General filed a registration statement with the Securities and 
Exchange Commission on Form 5-1 and distributed a prospectus 
tc the stockholders of ICC which was materially false and mis- 
leading. The registration statement was signed by defendants 


Vesco, Dodd, Beatty and Clay. 


29, Іп connection with the distribution of the dividend 
in kind, defendant Vesco and his group, and the registration 
Statement and prospectus referred to in paragraph "28" above, 
failed to disclose to ICC, its Board of Directors and its stock- 


holders: 


(a) that the full terms of the lease had never been 
disclosed to the ICC Board of Directors; 

(b) that the lease was inequitable and unfavorable 
to ICC, because, among other reasons, it provided for termina: 


tion at Skyways' option, in the event of sale or transfer of 


O 


ownership of tae airplane, on five days' prior written notice 


to ICC because, among other reasons, it provided that any im- 


provements made by ICC belonged to Skyways upon termination of 
the lease; 

(d) that the payment schedule under the lease was | 
| 
| 


to ICC; 
(c) that the lease was inequitable and unfavorable 
| designed and constructed by defendants Vesco and his group with- 
| out relation to the actual value of the services to be provided 
|| to ICC under the lease but solely to enable Skyways to amortize, 
| through payments by ICC, the cost to Skyways of the Boeing 707 


| plus a proposed $350,000 modification (which ultimately cost over 


ж f + а 
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$600,000) of the interior of the aircraft desired by Vesco. Thus, 
rental payments were extremely high during the first few months 
of the lease term and decreased to $47,000 per month starting in 
January 19,2. The basic $47,000 per month payment had been com- 
puted in order to provide Sk‘ways with the amount required for 
debt service, aircraft liability insu ^nce and a ten-percent 
profit margin to Skyways} 

(e) that a $200,000 note given to ICC by Skyways in 
return for advances made by ICC was subordinate to all other ob- 
ligations of Skyways and that Skyways did not have sufficient 
income to enable it to pay the note when due; 

(f) that the lease was merely a device by which 
Vesco would force ICC to pay for an airpl.ne and its operation 
and maintenance for his personal use although the airplane was 
not necessary to ICC's or its subsidiaries', including Skyways', 
business and, indeed, was not intended to be used in such busi- 
ness; 

(g) that the renovations which defendant Vesco and 
his group planned for the interior of the airplane included such 
features as a discotheque area witha wooden dance floor, a bar 
and "entertainment center" (including a stereo receiver, tape 
decks, rhythmic lighting, movie screen and projector and wine 
rack), a master bedroom, a guest bedroom and a sauna and soaking 


bath and shower facility; 


——————————————————-—————————є————————————=л==—. 


(h) that the planned renovations would render the 
airplane commercially u-eless; 

(i) that Fairfield General and its subsidiaries were 
not independently viable business entities, but were mere vehi- 
cles, whose principal business was to be the ownership and 
operation of the Boeing 707; 

(j) that the dividend in kind was never properly 


and validly declared by ICC's Board of Directors; 
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(k) that the reason for the dividend was not, as 


claimed in the prospectus, the reorganization of ICC, but to en- 
able Vesco and his group to exercise greater domination and con- 
trol over Fairfield General and its subsidiaries than they were 
able to exercise through ICC; 

(1) that the divider. would be of no substantial 


benefit to the public shareholders of ICC. 


30. Defendunt Vesco and his group deceived ICC, the in- 
dependent members of its Board of Directors and its public 
stockholders into continuing its payments under the lease, and 
into giving up direct control over the leasing company by dis- 
tributing the stock of Fairfield General (a) by falsely repre- 
senting to ICC that the use of the Boeing 707 would not cost 
ICC any money since it was being used solely for defendant 
Vesco's activities on behalf of non-ICC entities and that ICC 
would be reimbursed by such entities for the use of the air- 
plane, and (b) by falsely representing, at che stockholders' 
meeting in July 1972, that ТСС had not spent а single dollar 
in 1971 for the cost of the airplane that was not being reim- 
bursed. By late 1972, while ICC expenses in connection with 
the aircraft amounted to more than $1,500,000, it had been re- 
imbursed less than 25% of that amount. After complaints by 
ICC's directors with respect to the failure of ICC to obtain 
reimbursement for these expenses, defendant Vesco claimed that, 
contrary to earlier representations, a considerable number of 
his flights were in connection with ICC business and that ICC 
was not entitled to reimbursement for these, and defendant 
Vesco has repeatedly refused to obtain reimbursement from IOS 


and related entities for the use of the aircraft. 


31. Ву reason of the foregoing, plaintiff has sustained 


damages in an amount ascertainable only by an accounting. 
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THIRD COUNT 


32. Plaintiff repeats and realleges each ard every alle- 
gation contained in paragraphs "1" through "17" and "23" through 


"30", inclusive, above as though fully set forth herein. 


33. Ву reason of the foregoing, defendart Vesco and his 
group engaged in self-dealiug and have used the assets cf ICC 
for their own personal aggrandizement and benefit contrary to 
and in breach of their fiduciary duties as directors and/or of- 
ficers of ICC, and ICC has sustained damages in an amount which 
cannot precisely be ascertained except by an accounting, and is 


entit]ed to punitive and exemplary damages. 


FOURTH COUNT 


34. Plaintiff repeats and :еа11едоѕ each and every alle- 
gation contained in paragraphs "1" through "17" and "23" through 


"30" above, inclusive, as though fully set forth herein. 


35. The acquisition and sale of the stock and assets of 
IOS and the lease of the Boeing 707 aircraft and the contribu- 
tions made to Skyways and Fairfield General by ICC were not nec- 
essary or proper to ICC's business and fulfilled no proper cor- 
porate purpose. The IOS transactions and the contributions to 
Fairfield General and Skyways and the lease c^ the aircraft and 
the payments made ¿> reunder by ICC, at defendant Ves.o's direc- 


tion, constituted a waste and diversion of corporate assets. 


36. Ву reason of the foregoing, ТСС has sustained dam- 
ages in an amount which cannot be ascertained except by an ac- 


counting. 


FIFTH COUNT 


37. Plaintiff rep.ats and realleges each and ever 
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THIRD COUNT 


32. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "17" and "23" through 


"30", inclusive, above as though fully set forth herein. 


33. By reason of the foregoing, defendant Vesco and his 
group engaged in self-dealing and have used the assets of ICC 
for their own personal aggrandizement and benefit contrary to 
and in breach of their fiduciary duties as directors and/or of- 
ficers of ICC, and ICC has sustained damages in an amount which 
cannot precisely be ascertained except by an accounting, and is 


entitled to punitive and exemplary damages. 


FOURTH COUNT 


34. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "17" and "23" throug: 


"30" above, inclusive, as though fully set forth herein. 


35. The acquisition and sale of the stock and assets of 
IOS and the lease of the Boeing 707 aircraft and the contribu- 
tions made to Skyways and Fairfield General by ICC were not nec- 
essary or proper to ICC's business and fulfilled no proper cor- 
porate purpose. The IOS transactions and the contributions to 
Fairfi.ld General and Skyways ap? the lease of the aircraft and 
the payments made thereunder by ICC, at defendant Vesco's direc- 


tion, constituted a waste and diversiun of corporate assets. 


36. By reason of the foregoing, ICC has sustained dam- 
ages in an amount which cannot be ascertained except by an ac- 


counting. 
FIFTH COUNT 


37. Plaintiff repeats and reall. ,22 each and every alle- 


е 
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gation contained in paragraphs "1" through "5" and "26" through 


"30" above, inclusive, as though fully set forth herein. 


38. In early January of 1973, ICC instructed defendant 
Eisenhauer to ground the Boeing 707 and not to incur any further 
expenses in connection with the aircraft unless in connection 
with activities specifically aythorized in advance by ICC. ICC 
alse instructed Eisenhauer to reduce the size of his staff to 
the minimum number permitted by applicable regulations.  Eisen- 


hauer failed and refused to follow ICC's instruction. 


39. In connection with negotiations between ICC, Fair- 
field and Skyways for consent to fly the Boeing 707 to Beirut 
for the purpose of demonstrating the 707 to a potential pur- 
chaser, ICC entered into an agreement with Eisenhauer pursuant 
to which Eisenhauer, in consideration for payment of $16,000 
termination pay, agreed to fly the airplane in demonstration 
flights for purposes of sale. ТСС instructed Eisenhauer to fly 
the Boeing 707 from Texas to Newark, New Jersey. 


40. In violetion of his instructions, defendant Eisen- 
hauer flew the Boeing 707 to Nassau, where he picked up defen- 
dants Vesco, Beatty апд others and flew them to Beirut and back 
to Nassau, where the доеілд 707 is being wrongfully held by de- 
fendants Skyways, Vesco and his group. 


41. Ру reason of the foregoing, ТСС is being deprived of 
the) use of the Boeing 707 which it has leased from defendant 


Skyways, and the Boeing 707 is being and has been converted by 


defendants Усасо, Eisenhauer апі Skyways to their own use. 


SIXTH COUN 


42. Piaintiff repeats and realleges each and every alle- 
gation containsd in paragraphs "1" through "5", "26" throug’ 
"30", and “38° through "iu", as though fully set forth herein. 


43. By reason of the foregoing, defendant Eisenhauer has 
breached the agreement referred to in paragraph "39" hereo: 
has been unjustly enriched in an amount of $16,000, and ICC has 


sustained damages in the amount of $16,000. 
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SEVENTH COUNT 


44. Plaintiff repeats and realleges each and every alle- 


gation contained in paragraphs "1" through "5" and “26" through 
"30" above as thovgh fully set forth herein. 


45. The lease between ICC and defendant Skyways was un- 
fair and harmful to plaintiff ICC, its approval by the ICC 
Eourd of Directors or by the ICC stockholders was fraudulently 
obtained, it was entered into solely at the direction of Vesco 
and his group and was maintained and continued upon the basis 


of misrepresentations tc ICC made by defendant Vesco. 


46. By reason of the foregoing, the lease between Sky- 
ways and ICC is null, void, and of no further effect, and ICC 


is entitled to an accounting to recover from Skyways all pay- 


ments heretofore made by ICC pursuant to the lease. 


EIGHTH COUNT 


47. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "5" and "26" through 


"30" above as though fully set forth herein. 


48. In or about November 1972, as a result of the wrong- 


ful actions of defendant Vesco and his group, the Securities 


and Exchange Commission commenced an action in this Court against 
ТСС and some of the defendants in this action alleging numerous | 


viol: ions of the securities laws and seeking ап accounting. In 


iting ICC from, among other things, making payments under the 


lease with defendant Skyways. 


connection with that action, an injunction was obtained prohib- | 
| 
| 
| 
49. Defendart Skyways, at the direction of defendant кесе | 

and his group, nevertheless and in order to perfect their scheme 
to obtain possession of the Boeing 707, purported to terminate | 


the lease and instructed Eisenhauer to fly the plare to Nassau, Ba- | 
| 
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hamas and Beirut, Lebanon. Eisenhauer, knowing that the plane 
was under lease to ICC, and having been instructed by ICC to fly 
the plane to Newark, New Jersey, nevertheless wrongfully flew 


the plane to Nassau and Beirut. 


50. By reason of the foregoing, defendant Skyways has 
breached the lease and deprived plaintiff of the use of the 


Boeing 707. 


NINTH COUNT 


51. Plaintiff repeats and realleges each and every а11е- 
gation contained in paragraphs "1" through "17" and "26" through 


"30" hereof as though fully set forth herein. 


52. In connection with defendant Vesco and his group's 
wrongful scheme to convert the assets of ICC to his own use and 
benefit, he incurred for and on behalf of ICC, and caused ICC 
to pay,numerous legal fees which were in fact for defendant 
Vesco's own personal business; and to reimburse legal expenses 


that were not properly reimbursed. 


53. Іп addition, defendant Vesco caused ICC to become а 


defendant in the action brought by the Securities and Exchange 


Commission, and in other legal actions resulting in waste of 


ICC's assets. 
54. Ву reason of the foregoing, plaintiff has sustained 
damages in an amount ascertainable only by ап accounting. 
TENTH COUNT 


55. Plaintiff repeats and ree es each and every alle- 
gation contained in paragraphs "1" | , ^ "21" and "2$" through 


"30" hereof as though fully set forth herein. 
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In connection with the scheme described above, defen- 
| dant Vesco and his group caused ICC to pay various improper fees, 
emoluments and other benefits to various defendants, including 


defendants Sears, Buhl and Clay, and to other persons. 


57. Such payments served no proper corporate purpose, 


were excessive in amount, and constituted corporate waste. 


58. Ву reason of the foregoing, plaintiff has sustained 


damages in an amount ascertainable only by an accounting. 


ELEVENTH COUNT 


59. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "5" above as though 


fully set forth herein. 


60. Defendant Vesco caused ICC Investments Limited ("IIL") 


a subsidiary of ICC, to enter into an agreement with defendant 


chase Agreement", pursuant to which, inter alia, 105 agreed to 
reimburse IIL, ICC, or their ткересііне employees, for ali 
travel expenses and other out-of-pocket expenses incurred in 
connection with matters pertaining to the business of defen- 


dant IOS and its subsidiaries. 


IOS, dated January 25, 1571, entitled "Second Amendment to Pur- 
61. Defendant Vesco caused ICC to enter into an agree- 


ment dated April 1, 1972 with defendant IOS, pursuant to which 


| 
ТСС agreed to make defendant Vesco available to defendant 105 | 
as a consultant. Such agreement requires defendant IOS (i) to | 


reimburse ICC for travel expenses incurred by ТСС ог defendant 


Vesco in the performance of consulting services to defendant 


10$, including expenses for transportation by private aircraft, 


| 
| 
| 
| office facilities, entertainment and lodging, and (11) to in- 
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demnify defendant Vesco, ICC and each of ICC's directors, iñi- 
cers, employees and agents against any losses, claims, да °З 


fines, expenses or liabilities arising out of or based upon any 
act or failure to act by the indemnified party directly or in- 
directly involving or relating to the services of defendant Ves- 


co as a consultant to defendant IOS. 


62. Defendant Vesco caused ICC to enter into an agreement 
dated April 1, 1972 with defendant Kilmorey Investments, pursu- 
ant to which ICC agreed to make defen. nt Vesco availab'e to de- 
fendant Kilmorey Investments as a consultant. Such agreement 
requires defendant Kilmorey Investments (i) to reimburse ICC 
for travel expenses incurred by ICC or defendant Vesco in the 
performance of consulting services to defendant Kilmorey Invest- 
ments, including expenses for transportation by private aircraft, 
office facilities, entertainment and lodging, and (ii) to indem- 
nify defendant Vesco, ICC and each of ICC's directors, officers, 
employees and agents aga.nst any losses, claims, damages, fines, 
expenses or liabilities arising out of or based upon any act or 
failur^ to act by the indemnified party directly or indirectly 
involving or relating to the services of defendant Vesco as a 


consultant to defendant Kilmorey Investments. 


63. Defendant Vesco caused ТСС to enter into an agreement 
with defendants Global Financial and Global Holdings dated June 
3, 1972, pursuant to which ICC sold to defendant Global Finan- 
cial, among other things, shares owned by ICC in defendants In- 
ternational Bancorp and Value Capital and agreed to make avail- 
able to International Bankcorp and Value Capital personnel of 
ICC. Such agreement requires defendants Global Holdings and 
Global Financial (i) to reimburse ICC for expenses incurred by 


ICC personnel in the performance of consulting services to de- 


| 
| 
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fendants International Bancorp and Value Capital, including ex- 


penses for transportation by private aircraft, office facilities, 


entertainment and lodging, and (ii) to indemnify and hold harm- 


less ICC and ICC's personnel against any losses, claims, damages, 


fines, expenses or liabilities arising out of or based upon any 
act or failure to act by the indemnified party directly or indi- 


rectly involving or relating to the services of ICC personnel as 


consultants to defendants International Bancorp and Value Capitai 


or their subsidiaries. 


64. ТСС has incurred reimbursable expenses for the year 
1972 in connection with the agreements гсі. -red to in paragraphs 
"60" through "63" above in the aggregate amount of $3,109,341. 
| ОЁ such amount, an aggregate oi $1.252,484 was paid to ICC ei- 
ther by or for the account of áe;endant IOS, Kilmorey Invest- 
ments, Global Holdings and Global Financial; and $500,000 was, 
according to an advice of credit from the defendant Bahamas 
Commonwealth Bank, deposited to the account of ICC, but was 
blocked for reasons unknown. Accordingiy, there remains a bal- 


ance of $500,000 being wrongfully withheld from ICC and 
$1,856,857 (including said $500,000) due and owing to ICC. 


refused to pay the amount wrongfully withheld and defendants 
IOS, Kilmore: "nvestments, Global Holdings and Global Financial 
have failed and refused to pay the balance due and owing to ICC 


65. Detendant Bahamas Commonwealth Bank has failed and 
| 
although payment has been duly demande i. 


66. By reason of the foregoing, plaintiff has sustained " 


damag2s in tae amount of $1,856,857, ph interest. 


TWELFTH COUNT 


67. Plaintiff repeats and realleges each and every allc- 


Amended Complaint 624a 


gation made in paragraphs "1" through "17" and "23" through "30" 


hereof as though fully set forth herein. 


68. In selecting defendant Marine Midland as the trans- 
fer and paying agent for the dividend in kind described in рага- 
graphe "5(ЬЬ)" and "23" hereof, plaintiff relied on Marine Mid- 
land's reputation and ability to fulfill the duties of transfer 
and paying agent with the care and skill appropiiate to that 


office. 


69. In paying the dividend in kind, Marine Midland failed 
to act with the customary care and skill appropriate to a trans- 
fer and paying agent and, indeed, was grossly negligent in that 
Marine Midland failed to obtain proper corporate authorization 
from ICC to pay such dividend, and paid such dividend even though 
it knew or should have known that the purported dividend had 


never been validly authorized and could not properly be paid. 


70. By reason of the foregoing, plaintiff has sustained 


damages in an amount ascertainable only by an accounting. 


THIRTEENTH COUNT 


71. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "17" and "23" through 


"30" above as though fully set forth herein. 


72. In furtherance of and as part of the aforesaid scheme, 
and in order to attempt to insulate himself from liability in 
connection with said scheme, defendant Vesco on or about Septem- 
ber 25, 1972 caused ICC to enter into a consulting agreement 


(the "Consulting Agreement") with him which provided, inter alia, 


that ICC would indemnify and hold him harmless for any losses, 
claims, damages, fines, expenses or liabilities arose out of or 


were based upon any act or failure to act by him in his capacity | 
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of a director, officer, employee, ayent or consultant of ICC or 
any other corporation or entity which as the representative of 


ТСС he served as such at the request of ICC. 


73. In obtaining approval of the Consulting Agreement by 
the Board of Directors of ICC, defendant Vesco made misrepre- 


sentations of material facts and failed to disclose certain 


| 
| 
| 


material facts to ICC, the independent members of ICC's Board 
of Directors and the public stockholders of ICC including, inter | 
а11а: 
(a) that the true purpose of the Conuviting Agree- 
ment was to attempt to insulate defendant Vesco from lia- 
bility in connection with the aforesaid scheme and to 


attempt to impair ICC's right to recover from defendant 


Vesco any damages it sustained by reason of said scheme; 
(b) that the Consulting Agreement was inequitable 
and unfair to ICC in that, among other things, it purported 
to deprive ICC of the right to recover from Vesco any 
damages it sustained by reason of said scheme; 
(c) that the compensation of $120,000 provided for 
in the Consulting Agreement had no relation to the actual 


value of the services Vesco was to perform for ICC during 


the term of the agreement and, in fact, thst Vesco had no 
intention cf performing any service which would be benefi- 
cial to ICC; 

(а) that the true purpose of the Consulting Agree- 
ment was to retain for Vesco control of ICC and its Board 
of Directors while making it appear that he had relin- 


quished his control of ICC and its Board of Directors. 


| 
| 
| 
| 


74. Най defendant Vesco not made the misrepresentations 


and had he disclosed the material facts he failed to disclose, 


| as described in paragraph "73" above, the Board of Directors of 


НИ 
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ICC would not have approved the Consulting Agreement. 


75. Plaintiff has no adequate remedy at law. 


FOURTEENTH COUNT 


76. Plaintiff repeats and realleges each and every alle- 
gation contained in paragraphs "1" through "17", "23" through 


"30" and "72" through "74" as though fully set forth herein. 


77. Between September 25, 1972 and the present, ICC has 
paid defendant Vesco various amounts pursuant to the Consulting 
Agreement for which defendant Vesco performed no services for 
ICC. In addition, ICC has, pursuant to the Consulting Agreement, 
reimbursed defendant Vesco for expenses which were not properly 
chargeable to ICC but rather were incurred by Vesco in conr..c- 


tion wit" his own personal affairs. 


78. By reason of the foregoing, plaintiff has sustained 


damages in an amount ascertainable only by an accounting. 


WHEREFORE, plaintiff demands judgment as follows: 
(a) On the First Count: 


(1) irecting that the defendants who participated 
in the wrongdoings alleged therein account to plain- 
tiff for damages sustained by virtue of the acts of 


defendants as set forth therein; and 


| 
(2) against the defendants who participated in the | 
wrongdoings alleged therein in an amount equal to апу 
amount plaintiff is required to pay to others by rea- | 
son of such wrongdoings plus the costs, including at- | 
torneys' fees, incurred by plaintiff in defending any | 
actions brought against it by reason of such wrong- | 
doings; | 

I 
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(b) 


(c) 


On the Second Count: 


(1) directing that the defendints account to plain- 
tiff for all damages sustained by virtue of the acts 


of defendants set forth therein; and 


(2) declaring that the transaction in which ICC 

transferred all of the outstanding shares of Fair- 
field Aviation to Fairfield General in exchange for 
all of the outstanding shares of Fairfield General 


is null and void; and 


(3) declaring that the dividend in kind, distrib- 
uted by ICC consisting of shares of Fairfield Gen- 
eral distributed to the shareholders of ICC, is null 
and void; and 


(4) declaring that the transactions in which ICC 
made contributions of assets to Fairfield Aviation 


and Skyways are null and void; and 


(5) declaring that the lease between ICC and Sky- 
ways entered into on or about June 15, 1971 is null 


and void; and 


(6) declaring that the Boeing 707 aircraft belongs 
to ICC subject to any outstanding indebtedness to 


Pan American Airways, Inc.; 


On the Third, Fourth, Eighth, Ninth, Tenth, and 


Twelfth Counts, directing that the defendants who participated 


in the wrongdoings alleged therein account to plaintiff for all 


damages sustained by virtue of the acts of defendants as set 


forth therein; 
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а\ Оп the Fifth Count, judgment declaring that: 


(1) the Boeing 707 aircraft belongs to ICC, subject 
to any outstanding indebtedness to Pan American Air- 


ways, Inc.; and 


(2) directing that defendants f hwith deliver the 


Boeing 707 to plaintiff; 


e) On the Sixth Count, against defendant Eisenhauer in 


the amount of $16,000, together with interest thereon; 
f) On the Seventh Count: 


(1) directing that the defendants account to plain- 
tiff for all damages sustained by virtue of the acts 


of defendants set forth therein; 


(2) declaring that the lease between ICC and Sky- 


ways entered into on or avout June 15, 1971 is null 


end void; 


(g) On the Eleventh ^»unt, damages in the amount of 


$1,856,857, together with interest thereon; 


(hn) On the Thirteenth Count, declaring that the Consult- 


ing Agreement is null and void; 


(i) On the Fourteenth Count, directing that cefendant 
Vesco account to pl:intiff for а11 damages sustained by virtue 


of the acts of defendants as set forth therein; 


(3) Enjoining Vesco & Со., pendente lite and permanently, 


from transferring, voting or otherwise exercising any rights 


| said shares from defendant Vesco or members of his family; and 


| with respect to the shares of ICC held by it as transferee of | 
| 
| 
| 
| 


from using the assets . plaintiff ICC or its subsidiaries or 
Vesco £ Co. for their own purposes to the loss and detriment of 


ICC and it: ,reholders, 


together with such other and further relief as to this Court 


f 
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(к) Enjoining defendant-, pendente lite and --“палеп61у, 
shall seem just and proper, together with interest and the costs | 


and disbursements of this action. 


DAVID M. BUTOWS.Y, ESQ. 
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New York, New York 
(212) 725-5360 
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(212) 661-3200 


{ 


Attorneys for Plaintiff 


UNITED STATES DISTRICT COURT 


-SOUTEENN—D!STRICT OF NEW YORK 


SHEA GOULD C! 'MENKO & KRAMER 
330 MADISON AVENUE 
NEW YORK, N. Y. 10017 
MO 1-3200 


ATTORNEYS FOR Plaintiff 


631a 


Transcript of proceedings before Judge Charles E. Stewart 


dated September 14, 1973. 
(631а - 653a) 
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4 
RR. CAMBY: Your doner, Y аш geirg to ve 1.1228. 
з g И р р 
The orales'depoui:ion was st our vegues. “hbis 
matter was on for triel a месх ayo. 1 have discussec this 


| 
| 
with my partners anc essocía-es, firzt shat ve expoct io | 
adduce from lir. Mursies and сопдісіог л :f coing to tac ьаһапаш.. 
} 
Por the reason: I said yesterday, we world orefer just to | 
. М | 
go straight ir.to the hearin, and:ot tase Er. Morales’ i 


deposition, go straight into the heaving within five tc 


ton days во we ози round up cur wit>:sses. Ve will not 


‘go to the Baharas to get Иг. Morales’ testimoay. 


THE СОЛТ: Іп it a questicn cf going to the 
Bahamas? ! | 
MR. САМИХ : Yeu, sir, for tne following reason - 
тих COURT: I£ that is the problem, I see го 
reuson why I shouldn't direct tha: the deposition of Mr. 
Horales be taken in Florida. 

MR. caue “Well, if your Honor were to direst 
4x. Morales to appear in Florida, we will proceed with the 
deposition. 

TUE COURT: Which I have pretty wall deneu. 

My cungern іч chis: You have cowe closc to 
‘opregenting thas you noud Morales’ testimony and if yo" 


don't goc it сойбо Hr. Chrinty doesn't procuce him, уга 


( 


О COURT en ores 
ПИЕ ce By cred S Carm ix. ý | 
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are young te аз: ne to hold tia. agains: hin. 

If you back away from Morales iv this point, 2 
don't know where І аш. | 
MR. CAiiHY: Let me pt іс this váy “° 
THE COURT: Do you hays alher witmesses? 

Mn. САИНУ: I have otier ‘гало зев. I have 
enouyh about Morales from what ғ. ChYriroy has already 
submitted. 

My concern is vary sinple. I weitere that this 
case ought to be held with Moraies in this courtroom and Их. 
Aberle ir the courtroom. J do not wish to giv2 Mr. Chriuty 
e to be very ‚лө; it's а quastior of зсгафезу. I do 
not wish to give Mr. Christy thse opportuni:y to depose 
Mx. Morales in tke Bahamas and then reac tnt in here. 
if Mr. Christy vente to use Hr. Morales‘ testimony or 
Mc. Aberle's testinony, I «ant it done undar воле conditions 
of credibility. UM 

тив COUR”: Mx. Camhy, if you cake Hr. Morales ' 
depor ition, wherever you take it, that doesn't prejudice you 
i any way with respect to t-ying to produce Мг. Morales 
at tha trial. 

HR. CARY : I think not, vow: Honor. I suspsct 
Bhat what will huppen is that we will go to the Bahanas 
зал gat a long story from these реорле with a lot of 
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Ғұ сай : & 
i Х | 
dead erds, and tea % will be back 2». 


My prina fucié cave 1 ам fai-ly clrar ол. І have 


i 2 MY jitnssaas. If they are going to cut іг something, | 
, А dint thom here. | 
THE COUR: Why hore? Viet cificr аса doen іс ; 
2 make whether it's hure or tho Баһалаз ox F.orica? i | 
4$ 4 | 
A ; : МК. САМЫЕ: I just fec? tht recpjio will not a 
* А exgyel a thousand milos to p pu a story which ie natural. E 
” ө 


"m 


| ; THE COURT: All right. 
7 


HR. САЛНТ 3 “ұт they will com here, there is at 
least some fair possibility that the truth may bo had 


herê. 


2 ' 


ГУЛ 


f THE COURT: ff they won't cone hers when they ary 
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réquíced to, I can take that for whatever I wart to take 
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Ж Prankly, Hr. cathy +- 1 am puzzled. 
“ 


- -- 
2 
سد - ل‎ - 
o —ÓHÓEÓ—' «ч-н» —— M X —"— — —————  ————] — ——— «ке» !À س‎ + c — ---- ч- — — - — — - ...- 
ov 24 =. 74s >. AD 
* чі Li 


EE MU ——————— PED NM 


+ 
p ИВ. CANHYs т “feel, your Honcr, I cen make my ] 
сазе ‘у. „out Mr. Morales. I feel that a zrip to the y | 
М : " 11 
ке would Jause а considerable expanse to ICC, evbject НА 
ve io posa isting оғ. problems there with reprisals in 1 1 
E 
ligit of the probhens Miss vote. had when she -~ TN! 
A я 
тив COURT “ That is — з qo:d precedent, | 4 | 
| 
1 Llu nk, нін Сл ds а young lad, wnc, ав you Елса, | E 
іш ру са Ду cot a very 2 іш person ard she cot in unc | ا‎ 
a | 
sculfrauitorsmct COURT REPOS TENS } 
: NIT ATES АЛТЫ NATE 
Р ‘OQ ave МА. АХ) Пешиесмнз X461 p 74527 ra 
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Ё 
Ж: 
; А ш P > run then. | 
e + Ж Lh ” It ты: to-we that Mr. Morales’ testimony леге 
f И fs petty iu. ant ава you need his derorition. You 
E i i recogaized its нь, Your backing ахау from this 
i * ЕЗ “ this point troubles me. 
1 " - HR. CATHY: It is simply becass2 1 feel 1 сап 
Р ü 99 to the Bahamas, Mr, Morales van tell me practicall: “ny” 
i F thing he wants t^ theré. There Зы ne way І сал go bshind 


Б. 1 vill pot have eccouplished а thing. Whorers if he 

‘goin to Miami, the chances are he will be hoa st an. 

trothful. if ha cames te the trial, there are bettet 
айлин ы! DISI RCT CRET REPU: TERS 
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‘out ond did what кіз час 5)рро:: еб < со эрек зп Лу did :.: 
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4 
without any danger. 


` MR. CAMHY: . Zcur Honcr, we heve gåvea your law 
clerk sone authe rity, scme law, which уг ‘cher whara thc:2 
is а 100 per cert umer of à corporacion ілкі wiere it upo 
pears to the Court that thet person directa rhe согрэгас2са, 
you can take that гег2ор'в. deposition г: ix he was a party. 
THE CORR: I he » no doubt of thst. 

Vl МЕ. АШУ? та our an ee your Honor, if іс is 
necessary to jo :c tne Bakanas to «qot Mr. Morales’ scory, 
Ұс ep put our case in without it. If lr. Chrasty wants 


to Cake Mr. Morales' deposition -- 


тне СОТ: That is а risk ycu sre coing 2 havs 


| 
| 
| 
| 
| 


Vitel усл алы [ғғ ағ 5724... LEVEE EES Saw Ор г ae 
defrauded stockholders. | 


THE COURT: Can you give те sone idea of what. 


eee eee یق‎ +" = 


your other evidence is? 


GRE 


| 
d | 
MR. CANY: ` Yes. We have Mz. Warham, who will | 
Hesticy that Columbus Trust -- | 
| 
| 
| 


| THE COURT: You alreacy have an affidav'. 
i: | which I think can't be -- maybe it can ^e contradicted. 
| 
2 | It hasn't been. | 
$ 1 MR. CAUHY: Mr. Warham will appear at the 
| 
buar:ng. We axpect and wa hope that ae will also | 
| testlfy Lhat he knew presen and that mc :г2еғ and | 
E^ SDÜTATEN УСТ CART PID ТЕС: | 
"L Unc EE Share. (9,97 027. 5 | 
2 ^ qeu Sa uv, MY. KOC осто лы АХ | 
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“chances that ne will Ue ^cnsast зас trail EU... 
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5 | 
ій! M S 4 * 
$ 3 | I can prôve hat t have to prove ~- 
6 ' 
"f 
3 7 
wy? 4 : THE CCJRZ: What зал you tol. me vh: 2h supoarts 
LP 
М: TS у 6 
| 2% ; thet: proposition. that he will 23 more truie u.. in Plorics 
"E Ы . 
i * апа aver more trutifus hare? 
#4 
م‎ 
ia MR. CAISHY : It has less "о ёс with Morales 
«4, ғ % 
i © 1 than with tne оЁлех сопрап>яз. There are ch. ее companics. 
x у 


K There's BCB, ColumBus Trust ani Andean. 
, б» 
n The real question Воде, your Горох, в: Was 


this vessel purchased by one of the «ое ‘art: here ог, 
4 


NL LL 4-5-7 


geccndiy;. was it purchased with f. ds which èro tha ого" 


"^, ceeds of а wrongdoing here? Кі т ove cf those would пас? 


|! “ > ч р x E. FSO алқ 4224 671 ль Фото? mt n vr €&* »nini. to nrerece 
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anc that is Coluutus Trust. 

| Mr. Morales is Vosco's designus on ocards of 
directors. Columbus Trust маз “іе party who gave the 
direction for the ae of the British money here. 
ВСЗ, the board on which Mr. Morales aits, was the active 
defendant in the liquidation of the Dollar Fuads and -- 

THE COURT: My problem is I know all of this. 

You decided, and : think quite properly, that you, wanted 
to take Morales' testimony. Mr. Chrigiy has been not 
entiraly coopera*.iva, but. he hao been со 2peraiive. Now 


you want to retreat mtis. 


SOVIMER AUIST UIT C а. Уу 083 
MEEN Savas Ceo tss, 
Pour иы NM, ИХ. 0 Tercan: Onus ocu 


t€ igo 
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7 н Aberle sat on thi boards of ЕСІ алс. thar Dor: les ман a 
person who acted for Vasco in сас cr mre oc avions at 
Vesco's request in business matrers. 

| ! THE COJRT: ‚Аз to that focit L dc-'t hink you 
4 

; | пеза Warham's testinony. I acn't soppcse thai thet. Zac 
M 

E has been proved absolutely conclusively . 

: | ZI ап prepare? to beliave that thet іс the fact. 
| м”, Christy hasn't tried to dissnace шо thet it’s not che 

i | fact. Vesco kuoss Morales. 

MR. CAE: We hava Иогё:.ез’ пом siying that he 
M 

| owns а vessel that's worth less thon a zillicn five, which 
| was mortgaged on its purchase for a miliion five to а person 
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е; info Е қала expose him to unnecessary Litigation. 


Yew, Aon" ‘the othpr hand, Y q'£hínk ve have gotten to the 


i i "née where. iet eot to be done. 
т ГА { ЙЫ А 
Né . V Ж yI don't № > ‚ Mx. Christy, 1 can ‘< protect 


at لے‎ еч a 
- Adi "eda „+ uant to protect him. 
7 +. à 4* о: 
A , 7 t ^ { Я would think that Judge Mehrtens tr Florida would 


MR: “CHRISTY: Aour Honor, I am a litle erazed 
ы ; '4 % " 

у... ct the enema’ мах сай Camhy, that he thinks Mx. Morales 

is apt te, be more иеме in Ployida than the Jahamas. 


э s a 4 I өнеді: that surpriscs me, too. 
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D Га. Christy ss been есбіпс on t. «Е cago tior 
RJ 
é m 
thatloXales' tot ау would be taxen ond ue hrs cooperated 
» " 9 
to the extent thet he bes cooperated on chit пазів. 
I also nave understood thet HC::a..gf i ces timony 
would b2 taken, ari 1 wart. histectimeny to bo залей. 
: қ ^ : 
HR. САКАУ; your Honor, tna‘:’s а direstion 48 far 
as I óm concerncë. ' 


THE СОЯ зок, I don't think there's any magic 


‚ ábouk the Bahamas. ,4 Жез just trying to cuit. the convenient 


of people. n 
, EA * . 
2 1 дает from whet Mr. Christy 3010 yosterday, 
* that he ын reluctantly produce Их. Mori: les in Florida. 
t ‚* 


- m ж —— o | 


x E т tate wn tro heina Morales 


| 
| 
| 


9 } 7-2. 


which gets us into legal technicalities, kuz ra ге She wey | 


out. 


X have submitted а case in law co tic effect taat 


if Hr. Morales is the corporation, then he cai. эе compel Lui 


to be produced in the United Stetes. 1 viil stand on that. 


ere 


There is го evidenze here on this record except 
that Morales owns 100 per cent of the stock. Even tho nanes 
that гг. Christy reed in yesterday axo not е: у іп the 
record, and therc's no evidence that thev are active 


Аи. 


ҮШ COU cht don’t know whether thet case 8 che 


% сапа Û kovu. f wid a піш ілг situation. Tt’: not ancircly 
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640a | 
чарт 5 | 
the Bahamas to Ғіоі:са to qet a Ёеа з:г1 1269 
4 
MR. CHPIf*?Y: he X :ocal! yoar idouc:'s re- 
marks, it was to thc etCfcc* tha: if iz. fens proved, 
and I think you used tre werd O" 2 aisle ‘ting t-e CULES 


of the depositiors, 
I didrfit take іззсз with the Court's zul 
THE COURT: That really sft 
because he could sey hə was ohdtratc asd 
wasn't. | 

MR. СНЕГЕТУ: All richt. Th 
we will face when we come to it. 

MR. 


CAMuY: May I make г Juggs 


that we couid wren г, 


iloridà, aiv 
ау on :һес point, 
= a li:tlo vacu2 
you (01:16 say h2 


az is ап 15309 tuc: 


j;tior. "ovr Hono, 


MR. САМЫХ}. эр DB. едь = 3-5 үзөр m 


way, but I am asking the question: Are these real directors 


1: 
who renlly run tho company ог are they roninal -- ! 


ПЯ 


THE COURT: I don't think, Mr. Zamhy. that that 
is an appropriate question. at this point. It may become М \ 


an appropriate question. 


MR. CAMUY: It is has to do wit whether 


Pa 


orales із the company or not. i | 


MR. CHRISTY: You can ask hin taa: in the 


Bahamas, ; 
THE COUPT. Mr. Christy has уо1зпбеехсса to pro- 
duce -- not volurteared, but he is producing Norales. 
ie said he will produce My. Morales. He also says he will 
| SOUTH: UN ЛС ТАСУ REPONTI RS 
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qabr 2: 
clear but I а cloar th.t if you have a 120 pe: cent steck- 
holder in а eituation Bke this, that 1 cai reqsire Hr. 
Morales to appear and I cen infe: whatever I vart to if he 
doesn't. 

MR. САМНУ: All гілһе. 

My point, vovc Honor, is this: Mr. Christy Гав 
merely read in three or four names which vere ict in the rec. 
at the time your Honor made the original order. sre nct 
officially іг the rocord ін thrcugh Ис. Christy's 


representation of than. 


THE COURT; Do you cha).lenge hi3 rep:csentation? 


pc ——— А an. 


ы. ы шымайы йз didi. эла»: aa ней 


= examination of Mx. Morales take р1азе in Miami under the 
(' game timetable that we have already set up. 
1, Whether Mr. Christy wishes to produce Mr. 
t *  Aberle under these circumstances will be up to hin. He 


volunteered to produce Mr. Aberle in the Bahanas; is 


right? * 


ME.CHRISTY: Yes, your Honor. 


X THE COURT: Whatever he wants со dc in 


Florida is up to hin. 


MR. CHRISTY: Мау I be heard, you” sonor? 


THE COURT: Yes. 


MK. CHRISTY: Your Honor, I -oespectíully submit 


that the order yestorday was a perfectly good ore ‘Inder 
| | ( 
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gabr | is 
this: 

First, Mise Ychonn's problem; s-com', the fact -- 

THE COURT: i | Yohonn got in ana ort. 

MR. CAMHY: Cur оба attoracy: in che Bahatas 
have not been able to .cconplis ec the i28: routine 
tasks. I feel that ti? atmosphere in (12 Запетаѕ is such 
that we wouldn't be &ble to «voa begin to have som: вегзе 
of .,mpulsicn on the part of the witnesss. 

THE COURT: My ruling yesterday was I think эм. û 
that if you found the atmosphere wasn't £Zavorable, you could 


nove. However, Mr. Camhy, I am going to direct that the 


k 
е! Honor 1 don't belleve can control а pers 
E | THE COURT: 1 can't guarantee it. ot gourse. | 
3 What I can do 4g this: 1 can rule that :f Mr. i»rsles | 
" *'* comes to the United States purevant to пу direcion and | 
? | is served with any process: that ic will be ту -uling thet | 
[ 


that process is defective. I don't know муас arother | 
<} Judge is going to do with that. 

MR. CHRISTY: I know. Suppose 4 hypthetical: 
4 Suppose somebody “һо claims that Morales owes them money 


goes down and get3 3 summors and complalnt servcii om nim 1.21 


he is ХА Florida, we are now before ths ploriga sourts. 


L don't beliove that your посох са guarentee hia #162927 


{ 
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the circumstances. 

Mr. Hoxr.les has аё ;àgci me tha! he cous rot “2.31. 
to come to the United States pecause of ine fear of proces 
ала subpoenas and complaints: ї am unable. УО ‚с HONOS, 
to give him an opinion that if he should come со the 
United States he көле guaranteed that 1.0 proc-3s will 
be served on him. 

Т don't belicve that this court. haa спа power 
to guarantee that tc а witress coming to the vunitec Statet. 
Yes, 1 think your Honor сар control the parties 4ho are 
litigating in howsver nany matters there ere before yon 


which involve ur. Vesco by а direction on then, but your 


Во قف‎ 


клиент 


y TUE OO as eae 
à i all abut. 

Ж MR. СА!ЇНҮ: Well, I am prepered if Mr. Christy 
is to examine the officers anû directors of this company 
in the Southern District |n the questiors in this case. 

1 Andean is supposed to be the owaer. Let. us start with ee 
i 


and ask Andean whateyer questions аге ре rtinent to the 


? case. 
| М / THE COURT: Andoan? 
" MR. CAMHY: Andean, yes, not Morales. Whoever 
4 the officers are who he wants to produce, let nim produce 
them here. We will see where that tales us, your Honor. 

ў It necas to me dt may be а slower way -- 

5 4 тик COURT: In Light of the 1% presen’ ations thet 
$ 

р 
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THE COIR: Ar. Temhy, isv’t whit. you ar! 
saying the equivalent of thi.s: You predict chat when yee 
take Morales’ testimony you ere not going to get anythiny? 
It seems to me that it yoa don't get anything, the order 
which I have issue? is 3tíll oulstanding and you are 
entitled to try -o2body else. You are enticled to get 
from this company, Andean, testimony =rcu а xacwledgeub-.s 
person. 

It frequantly happens, as you know, in discovery 
that you try the wrong guy firs: and then you со to the 


2. аз р жала 2 Шай «нала ЧФ АВТО 


ln жаға бөлер о» жалай каланын ға 


із Ва а Рарашаліап? 

MR.CHRISTY : Yes, your Honor. 

THE COURT: Why should I автиле he is going *o 
be more truthful in Florida than he is going to be in the 
Згһалавс 

MR. САМНУ: à Your Honor, it has to do with the 
American -- 

THE COURT: It secms to me X míght possibly 
assuné he is going to be more truthful in Panama. 

MR. CAMHY: Your Honor, it has to <> with the 
feck that in this honisphere, the United States laws are 
еліогсес, із the United Strtes, I mean, und people in the 
Unitec States take Jaw of Ror jury seriously. 

толғана стика COURT OPIN ERS 
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чарг у. 
you have made to mc, Мс. Cemhy, you were to sturt wich 
Horales, 3 


MR. CAMMY: Morales is Andean, but 1 ша most 


reluctant to go to the Bahamas to see Mr. Moriles. I am 


i 
| 
| 
most concerned that ne will be more truthful in Miami or | 
кем York than he wid be in the Bahamas . When а naa | 
sii» іп the United States District Court Houre und gives 
testimony, he is corcerned with che consequences of what | 
he does. When ho is ір -- | | 
THE COURT: I don't know why 1 shove] assume that 
| | 
| 


Mz. Morales, who is not, I take it, an Анегісіп citizen ~- | 


9 Ға” 
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THE CO'JRT: Stt, о: thc thir aie tk. % 


1 " : 
ur. Morales is yoiag to eporeciut. T think ts - the 0 


why ho is testifying wherever it і іс becars. of Uric 


States laws and Desas of a Uriteë 3teies 2.10: who is 


requiring that Lh: testify, and «he ivcaiion, К. escapes 


It esoocialiy es:paes m> since I have directed chat i£ vor 


безі, although tnis hasn't beer spe'lod out, оо: I thin: 
the intent is pretty clear, thas he isn't bein; the kind 


of a 4itness tha. w2 expect a witness tc be, that i5, Ac 


isn't being truthful, he's being obdurzcte, you can move tha 


thing to Florida. 
Mr. Canhy, i think I spoka tcc quick? when f 


I will direct that it be taken in Floxrioa. 


One of tae things I had ín mird, qula frankly, 


when I said take it in the Bahamas and tove to "lorida 


you need to was that I was going ор”: ic to di. Morales.. 


lf he vants to run whatever risks are irvolvei in going to 


Florida, okay. If he refuses to ао to Florid:, okay. 


I cen see he's got а problam. 


MR. CAMHY: Your Honor, is this а »roblem with 


which ve ought to b» concerned? 


"НЕ COUN": I think 20. 


ик. CAMHY: Ls ic? Te ЗЕ this Coucü's oblige: 


сита Di RICE CLAY | 154 TERS 
мета TAS psc AY 52,7 


гих зале, LG, OLY. Mae ұғылы Meri, 796070 


to protect а man from his owp obligations in chic count vi 


а APY пса cm S 
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gaby г 
THE COURT: 1 tring oc. X tee’. one het: ъъ 
need to unnecesszrily эирозе ta nan to possibi: РА: 
which has nothin- to do with chis laueuit. 


MR. САНУ: {f the ouly e;pc^7re is thee рсор1з 


== otras auam. a> ana icm = 


who seek hin will bz ¿bla to fir hir should vhat stanc. i: 


the way of this cou:t' 3 ccmpelling honest or 4а king of 
testimony in its own court house when thz man it only 
50 miles away? 

«HE COURT: All right. When you put it that wey, 
Mr. Camhy, I agree it should not. That is'/h» I said 
16 yos can't do it in tho 3ahamas, move to Florida. Then 
Mr. Morales has to maks a decision. 

Mn. CHRISTY: It seems to me that is eminently fe:.r, 
your Honc <e 

THE COURT: What you can see I га coming to, 
Mr. Camhy, I am going to change my mind. I ал not going 
to direct, at least the Way’ X feel at this moment, that 
he be examined in Florida. I am going to stick with иу 
ruling of yesterday. 

I urge you, Mr. Camhy, to think it through once 
again. It seems to me, frankly, that your concern, 
which I xecognizo is legitimate, and ав а goca ;awyer 
you ought co have лесе concerns, but І rezljy think you 
are oxrggerxating the prime, 


SUTNENN BISIRICY OORT REPORTERS 
Р 3 Pe i М 4 № " 
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$ қ à 


2%. 


А . 
Wi. 


~ 
+ >. 
> 


te, ‘+ МА. CAMWY: Thera ік one espect of tt ~- 

с 
THE COURT: ` Look, I keep coming Бас: to this. 
First of ali, the notion that there is going tc эе 


any problem ав to your safety and so forth i: ке Dara, 


if you are dissatisfied with the way the thing is going in 


, the Bahamas, and your dissatisfaction is not just complete y 


I+ just can't buy that. Mies Yohomm walked м to the Jzo at 7 
' i door I guess twico and walked zway. I don't see env | м 
$ i а 
* reason to feol that there is any problen there. | 9 
9} , ; | 
Secondly, my experience tells me that:you can get А б 
PE x 
- a consul official t» appear. So you have the United State: | ü 
n* ` « 
{ Sitting there. | ' 
4 | м 
Thirdly, and this is che most importint thing, | " 
| 


unreal, my order contemplates thet you will iwiediately 
qo to Florida. 
| If Mr. Morales refuses, he's got to take the con- | 
"em 3 T 
| MR. CANET: I gather your Honor feels that | 
the depositimof Mr. Morales апа Mr. Aberle will aid you in 
reaching a aeternination here, wholly apart fur my needs, 
for my purposes of prosecuting the case? 
THE COURT: You mean for other гсакогв? 


МА. CAMHY: No, I mean in this natter. 


. THE COURT: Yos, І reached that conclusion btecai;se 


Pian | ae 


ТЕ 
ж 
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gübr ^ ^d 22 
ы om quee to do it. 
É дф: Әм сүйесу Y. 4 You know, your Honor, my obj :cf, 


‘én to ry ж - for MN I feel that I had enough, 
^e just ) xim perhaps put nevertheless crough without Mr. 
Morales‘ ый | 


má COURT f »u you have во fer are affidavits. 


‘fod know the rank case, ае well аз I do. 


у" 
4. 


) 
V^ 


Mc CHRISIY: cm me, your Honor. What caus? 


Sus COURT: the РШМ саве. 


"n. 
E Жж. cay L “1 felt that if we went to -~ 
ый СОРТ чре Frenk case, Mr. Christy, if you 


и es it, t's a Secon Circuit case which suggests t^a 
` 27% 

if thá affidavits unb а .geast{on of fact which is substan- 

удзе with а motion for а preliminary injunction, 


have to have a hearing. 


MR. САИНҮ: ny сарсегп was thet we would go to 
es س‎ get EY wes seemingly cooperative, 
| ا‎ snegessarily truthful, and thennct have these 

2. i ай in Нем York, = the trial because they 


would be able to use these, own depositicns. 


ж түр COURT: I dan't gee that. They can't use 
Ф 6.4 


) depositions to avoid coming tc the trial. 
[d MR. CAHY: I think they can, your Honor. 


T ney (do parit tad to read in these depositions as еуідегсз, 


- Н Ai ifs y 4 
ФЕ: ТЕРМ DISTRICT САЯТ REFORTENS 
NEDI Ж 2. RT FASE 


" ( First, аз acmiusions fron the 2dvor x. 


^ 


3 ; а 
mater that appears in Ни. Christy's cwn 2.278. 


" 


B 


you a few of theu: іт. Bliver, Mr. Rh:ades avi Аг. Warkan 


on tha subject first of tho узфееі anc. the ac yc ti.ations 


| 1 8ccordiy, witnessrs. I con't лігі now 4221523 
| which .preceded the saie, апа Nr. Warhem on tie identity ci 


Жы Nt mm m 


Mr. Wok alos ж» 


л d + % THE COURT: I predict you wil] not hive Morales. 


" MR. САМНУ: 1 think Horales Раз, ia affect, зсіз В 
n all we'need him со say in his affidavit, ie is very noort È 
" THE COURT: You have to bear ir miné, Mr. Cemhy, % 
13 | that if we go ahead with this progrem, which І take it we à 
м are now deciding upon, I suppose Mr. Christy is going to 5 
е argue, -о me thet you had the opportunity to taik to Mr. i 
|" Moraibs under oath and you turned him down. ; 
17 E 


MR. CAMHY: And he has the -pporturity to pro- 
| “. 
№ duce Mr. “огаісе іп сою”! and .е may turn it down. 
1 4 


THB COURT: All right. ‚ В 


CHRISTY: Can we recap to see where we 


COURT: Yes. 


МА. САМЫХ: We are prepared to go ‘о a hearing 


,Aftar a week's notice, ag soon as we сап тоша up our 


& | » people. t 
| | 4 A 
ùn, 

4: 


tir Ж. 
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24 
! 


тнв COURT Í Tact dzeez 5 2421vd0 ула fron c5; nj| 


s» 


or 


them to tentify ала reguiting tlat they 5293170, AL) that 


L1 


the deposition mcans is that if you ага #11141 м to accepi t, 


| 
| 


t 


you can, but if you went tacir rive testimony vt the trial, 


you can compel it. 


t 
MR. CALHY: They will be mura thai 50 milas fron | 


Р | 
the court house, your Honor. Their deposzitioa will be ava: l~i 


-` 


able. I will heve to sit there while tais daposition is | 
being геад. It seems to me this is my prob lcm. 

THE COURT: In thin, matter I ragard Mr. 

ш. з: and Andean ав а party. Jf he dvesn't went to come 
here and testify, I can infer whatevcr I want to infer fror 
that. 


MR. САИНУ:; The question is, I suggest to 


| 
| 
. | 
T | 
| 
i 


your Honor -- 


ал. 


THE COURT: Xt seems to me that if Мг. Morales 


, 
ч 


lies at his deposition, Bhat 4s going to become apparent. 

ra Maybe it won't. 
Я MR. CAMHY: My own desire is not to porpetuate 

Aberle's and Morzles' testimony іп a plaze other than at the 
if 
,Érial. j 

; "E 
‚ THE COURT. his is your problom, Мг. Camhy. 


I earnestly suggest to you, Mx. Camhy, thabca:jng hie 1 


deposition is not olny оо обои anything. 
2” v ; 


, е” E 1 


2.7 =: 


r win 
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це is still and “hs otho peopl- in cen #12 6312. іл гү | 
mind people that disais мейі at тос trial. н 

of course, tha depositio; сєз te ysel if you | 
want: to use it. That joesn't exe uae You еса caXliag 
then as witnesse3. If they refuse to cupei, they refute | 
to appear. 

MR. CHRISTY: Are JOU now calkirg about the 
trial of yorr ploztry action? 

МР. СЛИНУ: но, the hearing on this vess?l. 

THE СОСЕТ. What tricl? | 

MR. СЛИНУ : The hearing chat we wculd have 
had last week Lut. whick your Honor adjourned зо the 24th. 

Excuse ыз, your Honor. 

(Pause:.) 

MR. CILMHY: Your Honor, our faeling is that. 
we would prefer to о directly to hearing and ther. 


let's see if Mr. Morales comes to the haaring. Ме will 


put in what we believe to be а showing of at least suffic.en 
evidence to require rebuttal. I will only qo one step 
further. 

Your Нопок in the last analysis is сла best 
ju ye of what you think will bring out honest justice ага 
hcr:est facts. 


If you feel tha£ a treatr wnt of this probles | i. 


ЗАНЕСТИ: сағ REE MOTEL 


> . 
NEC C rime nimc f 
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5 
17 gabr . 2 
. Gonriístant ath youx ovn reaxpontrihilitie: гедсі:езв — 
a work ish Mr. “orales and ur. Кгехіс in the Bahanas, І an 
á ; pécpared to ЧО it. 
, i GEE COURT: һе. Camhy, I Jon': have any feelin 
ut 2726 at all. This is your baby. not m.ne. 
t HR. САМНУ: If it's ovx baby, it's our preferer.ce 

». co Olyectly into hearing. 


тзЕ COURT: When do youwsnt to do tnat? 
Mn. САНТ: About a week to ten days. 
TUE COURT: I don't know what Mr. Christy's 


resction is going to bo. That ic fine with me. I will 


3, ы - 4 и А oe 


be yled to hold а hearing. | 


MR. CHRISTY: It seems to me, your donor, 


tha^tkis matter, the hearing -- let's ure thet term instead 


чч 


% £ t 2 


of the trial, that the Covrt сал reach а resclution on the 


n 


hearing based on effidavits or based on а deposition. 


» 
р | E 
: 1 don't remember the Frank case precise.y. I am familiar 
Ж "S 
: wita the principle that if there is an issue cf fact 


214599 by contrevarting affidavits, yes 77 


er 


THE CCURZ;: If the parties are willing to 


submit it to ma on the basis of the affidavits, there is 


n» Гозых case prolem. 


id HR. СЛИНЇз Your Honor, че will appear at tne 
н nearing. Ме will have the {following types of avidence. 
ы 

i OITA DISTT COURT REPT ST ERS 


S 


Request 


against 


Robert 


default 


dated 


1973 
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1-7) STATES DISTRICT COURT 
; j^ RN DISTRICT OF NEW YORK 6 
| Scio dmc (P e» оэез=»е»еов OD GP GP OD OD OD а» азе» GoencoGPGPeD ар GP CDD OD OP Cp OP = x 
| INTERNATIONAL CONTROLS CORP., "Sek 
| Plaintiff, ; Civ. Action No. 
м -against- : 73 Civ. 2518 (CES) 
" ' К e me А > 
‘ ROBERT L. VESCO, et. al er 4 3 => 
REQUEST FOR Ex TR |, 
E Defendants, + OF DEFAULT, " р 1h 
--------4- - х > دم‎ Ча 
м 8 2n 4 
i = 3 93. 
er. ' Ea Р | о 4 m 
d " TO 2 б; z ke = 3 Ў \ 2 
D : ‚2 4. 
D и. ۲ ا‎ 3 j 3 “. 
. $. "o 
Raymond P. Burghardt. Clerk of the United | States ТА; ^ 
District Court for the Southern District of "d ar ar í 
| Yorks 
‚кен 


ы | | ; 4 IN ort E 

| Жы 5255 

| Upon the annexe’ affidavit of — D. pe 

м the lst day of October, 1973, you will ‘please enter the ser 
` 

' fault of Robert L, Vesco, a defendant in the above entitled, 


| action, rursuant to Rule 55(a) of the Federal Rules 96 çivit, 
un ^ í d 
| Procedure. TN 
! 4 “ 42 ^ ; TR, 
| * " ` м я "4 
4 I 
t ? ? he's (1% p 
, e + g А. қ . 
‘Dated; New York, New York >. 3h А 


October 1 , 1973. T 


i ү, Srt) A 
Yours, etc., i %%» "а ті 
"© 
м. ИА, 77А KRAMER и : 
| m چوا اہ چک‎ the Pyar 
[ , A Me e FI 
l : Attorneys for Plaintiff rj 
› ^ 330 Madison Averue 


: ‚ New York, New York 10017 * 
2 661-3200 


STATES DISTRICT COURT 


‚ UNITED 
SOUTHERN DISTRICT OF NEW YORK 
лалын обрна. адна х 
Г | 
INTERNATIONAL CONTROLS CORP., ! ( 
, Civ. Action No. ' 2 
Plaintiff, * 4i 
| е ra 73 Civ. 2518 (CES) р | 
t -against- : | 
. | Е. 
3, 


‚ AFFIDAVIT 


a ——— — оета parquet Lv 


STATE OF NEW YORK ) 


i 2 38.1 i 
\ COUNTY OF NEW YORK ) | 
q^ ( r 
SHELDON D. CAMHY, being duly sworn, deposes and says: 
2e ' | 
m L 5 1. I ama merber of the firm of shea Gould Climenko 
& Kramer, attorneys” for the plaintiff in the above entitled action 
и 2. This action was commenced on the 7th dav of June, 
vix HF 


; 
issuance of a summons. 


1 
4 
; Өз Бу filing of the complaint and i ; 
{ Lois Sylor yohonn, sworn to August | 


% 
i Appears from the Affidavit o 
ob | | 6% 1973 ana filed with this court on August 6, 1973, the summons. 
> ago с complaint were served on tha. defendant Robert L. vesco on "^ 
A copy of that affidavit is annexed hereto АЗ А 
} 


i June 30, 1973. 
the court dated July 27, 1973, а COPY 
2 


| Exhibit naf, By order of 
nn was’ 
қ 


”, ' of which 43 annexed hereto as Exhibit 


* { 
sJ ІЯ 
| —À to effoct servi 


"B", 1018 sylor Yoho 


се of process in the within action on " 


defendant Robert №; Vesco. 


ee А‏ ا 


Reguest for Default 
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Be іма cadant Rubert. Be Yvart рош hot аниме, 


appe a ced ос И moved with) sepes) te Es саль) 4б. b,k 


(гіме to do no wan extended: I Ат 21, 197), beat nn furthes 
extension have been requeuted ӨТ qranted, — Thiaogefore, доол лй, 


Robert L. Venco's Lime to answer ог othorwinn mvo with respect 
V 


to the complaint has expired and nal 


4. Dofendant Robort 1. Vescu han gained euch 
notoriety by reason of his financial dealings, many of which 
are the subject of the complaint herein, It ів cl -that £311 


defendant is not an infant, an incompetent person ог in tis 


military service of the United States. 


WHEREFORE, it is prayed that the Clerk c£ this Court 


note and enter the default of defendant Robert L. Vesco, 


— Sheldon D. Салу 


Sworn to before me this 


lst day of October, 1973. 


ед ANOS You! 


/ s «1 tow 

цы. мо TOLL m 
taal | tie vh Laven t 
Cer ЖҰТУЫ 20. 1" | 


8 defendant і» new {п (ofa! 5, 
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Judgment against Robert 1. Vesco, filed October 5, 1973. 


(658a - 661a) 


flu 


" on defendant Robert І. Vesco, and a copy of the, said summons . 


i 


-" Clerk of this Court on the 6th day of August, 1973; was 


,yherein, and the time for said defendant to appear, answer OF 


‘otherwise move having expired, and said defendant's dofauit E 


Judgment т | 
659а £g 


UNITED STATES DISTRICT COURT D 
SOUTHERN DISTRICT OF NEW YOR, м ОЕ 
à Vere 


INTERNATIONAL CONTROLS CORP., $ 

Civ. Action No. | 
Plaintiff, $ ; 
73 Сіу. 2518 (СЕ8) 
-agains3t- 1 „*Җ 


ROBERT 1. VESCO, et. al., . JUDGMENT \ 


Defendants. : Beo 


1 
1 
! 
! 
| 
! 
l 
| 
' 
|] 
i 
! 
! 
1 
1 
! 
I 
i 
! 
! 
i 
i 
LI 
1 
! 
| 
1 
! 
| 
| 
! 
L| 
1 
і 
! 
! 
х 
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- - . 


сурт <r Я وی تسوه‎ «0 о 5070 2 een a ° 


This action having been commenced by the filing of a 


complaint and the issuance of a summons on the 7th day of,June,* 


-- 


1973, and this court by order dated July 27, 1973, having "T P 


authorized Lois Sylor Yohonn to effect service of process he 


| 

I 
and complaint having been duly served on defendant Kobe rt Le d 
Vesco by Lois Sylor Yohonn on the 30th day of uly, 1973, end. | 
proof of such service having been filed in the of fica of наь | 
4-74 

Defendant, ROBERT 1. VESCO, having failed tọ plead, | 


appear, move or otherwise defend with respect to the сінді” 


де 


been noted and entered; ў t 


AND, it appearing to the court that there is no just | F 
|? 


reason for delay in entering the within judgment against defandant!, 


Robert L., Vesco; | 


Judgment 


660a 


for the plaintiff, and, upon the affidavit of Sheldon D. Camhy, 
sworn to the 2nd day of October, 1973 that defendant Robert L. 
Vesco is not ап infant or incompetent person and is not i:: the 


military service of the United States; it is hereby 


ORDERED, ADJUDGED AND DECREED that plaintiff have 
judgment against the defendant Robert L. Vesco as demanded in 


the complaint herein; and it is further 


” 
L] 


"4 


4! 


| è 
NOW, on motion of Shea Gould Climenko & Kramer attorn у 


ORDERED, ADJUDGED AND DECREED that defendant Robert 1... 


+ t, 


Vesco be, and he hereby is, permanently enjoined from using the i 


assets of plaintiff or its subsidiaries or the proceeds thereof 


for his own purpose to the loss and detriment of International 


Controls Corp, and its shareholders; and "it. is: further 


ORDERED, ADJUDGED AND DECREED that SiS: Robert L. 
Vesco account to plaintiff for all profits or gains received by 
him or those acting in concert with or aiding and abetting, hin 
in the transactions set forth in the complaint ыйа ок їп 
transaction thereafter entered into Бу him with funds or рго- 
perty wrongfully held by him by reason of the wrongful. acts sct 


forth in the complaint and all injury sustained by plaintiff by 


reason of the acts alleged in the complaint; and it is further 


vi ; 
ORDERED, ADJUDGED AND DECREED that Robert Le Vasco be, | 


and he hereby is required to indemnify plaintiff for all e 


liability to others which it has or may incur by reason of the “` 


acts alleged in the complaint; and it is further 


sa 


n 


Г: 


HERRE 


| 


>e 


eet 


A 


ка by registered or certified mail at Brace Ridge Road, 


Judgment 66la 


4 ORDERED, ADJUDGED AND DECREED that defendant Robert L. 


| 

| 

| 

| 

Vesco be and he hereby is, liable to plaintiff for all loss, | 
damage, cost and expense arising from the acts alleged in the 

omplaint hérein and that the amount of said loss, damage, cost | 

and expense be determined by the Court upon a hearing; and it is P" 


further i 


ORDERED, ADJUDGED AND DECREED that the aforesaid 
hearing as to plaintiff's loss, damage cost and expense be set 
down and held on a day designated by Кеп" upon the plain- 
"e giving defendant Robert L. Vesco ten days notice of said 


Nassau, The Bahamas and 170 Denville Road, Boonton Township, ` 


qe t$ n. A ONU e Eo 


New Jersey 07005; and it is further io dE 
' y сы NI 


ORDERED, ADJUDGED AND DECREED that upon the holding of j 
the aforesaid hearing as to plaintiff's damages and the deter-." | 
mination of said damages, the within judgment be amended grante d 


ing plaintiff judgment against defendant Robert L. Vesco for NI 
ait 


amount of such loss, damage, cost and expense together with 


> 


БЕ" 


+ 

c 

„> o 
eon 


interest and costs and disbursements of this action and that 


such amended judgment be entered against defendant Robert L. 


. 
à; 


Ма S arat 


Үсвсо; and it is further 


< 
м di dit 


ORDERED, ADJUDGED AND DECREED that plaintiff shall ha 


the right to apply at the foot of said judgment for such other. 


and further relieve as to the Court may seem just and proper in; 


the circumstances. қ t 


С); nate $. desta. 
0.5.2.9. 


dated November 12, 1973. 


Affidavit of Joseph A. Bondi, Еза., 


(662a - 673a) 
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j UNITED STATES DISTRICT COURT adr de 
| SOUTHERN 2ISTRICT OF NEW YORK = ii 
' =“ 
| rpm m e EO не н Up UP SUP ер UU UI) VP 0D VD Rie le Ni ito Mp АЙ tb ак 5 ан 05 dt О» ды es i Ж 
| INTERNATIONAL CONTROLS CORP., : ( ; 
А : Plaintiff, : Civ. Action | 
| No. 73 Civ. 2518 (CES)! 
1 -against- : - p ‹. 
| | 
| : 
| ROBERT L. VESCO, et al., : ^. AFFIDAVIT 
| Defendants. Н 4%, 
| t» e GP On CD MPO P ae an о a am om €———ÓÓ — —— سے — —— — سے سے کے‎ x a 
ч 4 
| ` E Bread 
i JOSEPH A. BUNDI, being duly sworn, deposes and saysi 
| 4 ‘ ле 
» ә” © ^. "ы 
| 1. I ам an attorney associated with the firm of ^ 
" 
i Shea Gould Climenko & Kramer, 330 Madison Avenue, New York, . 
i 4 ; 
‘New York 10017, general counsel for International Controls u 
' a 
i Corp., plaintiff herein. лү, 
' | he 


i Special Counsel to International Controls Corp., and I vero 
і, 


| Robert L. Vesco, Norman LeBlanc, Stanley Graze, Richard Е. 
H ~e 2----- - 


li 


' С. Henry Buhl III, Ralph P. Dodd, Shirley Bailey, 1.0,5., Ltà,., 


Columbus Trust Company, Limited, Bahamas Commonwealth Bank 


International Bancorp, Kilmorey Investments, Ltd., Value Capital, 


Ltd., Global Holdings Ltd., Global Financial Ltd., Butlers Bank 


—— 


Ltd. (now known as Who Holdings Ltd.) and Allan J. Butler. 


3. On Monday, October 22, 1973, David Butowsky and 


l I proceeded te Nassau, Bahamas. 


( 
| 2. Ву order dated October 19, 1973, David Butowsky,... 
| authorized to effect service of process herein upon defendants 


Clay, 
‘Wilbert J. Snipes, Frederic Е. Weymar, Gilbert R, J. Straub, E 
( *BCB") 


On Tuesday, October 23, 1973 


DT. ' 


EEE AE 
қ 664а 
| ` 


.at approximately 9:30 A.M., Mr. Butowsky and I went to the 
| 


| premises in Nassau, Bahamas known as "Charlotte House" in which 


| 
" defendant ВСВ ‘з located and we ascertained by examining a 


' 


listing inside the bank premises that BCB was the registered 
agent for defendants Global Financial Ltd., Global Holdings Ltd. 
{апа Kilmorey Investments Ltd. Thereupon, we approached a 
receptionist situated at a desk on the main banking floor near 

a stairway providing access to offices on tne second floor, 
including those of certain of the other corporate defendants 
мет Тһе receptionist identified herself as Norma Russell. 
|н asked Miss Russell whether Norman LeBlanc, President of BCB, 
' was available for us to deliver some papers. Miss Russell, in 

' our presence, checked by telephone with Mr. LeBlanc's office and 
told us that she had been authorized to accept papers оп Мг.. 
'LeBlanc's behalf. We thereupon identified ourselves to Miss 


| 
Russell and left with her three copies of the Summons and Amendec 


| 


Complaint herein, which were in envelopes marked Global Finan- 


‘cial Ltd., Global Holdings Ltd. and Kiimorey Investments Ltd. 
7 


' Miss Russell provided us with а written roceipt for the Summ.ns 


‚апа Amended Complaint herein. 


i 4. Immediately thereafter, a woman who identified 
herself as Miss Hastie, Norman “eBlanc's secretary, appeared, 

‚ accompanied by a man who identified himself as a sccurity 
officer of ВСВ. I recognized Miss Hastie as being one of 

Mr. LeBlanc's secretaries from a prior visit to Mr. LeBlanc. 
Miss Hastie asked us what we wanted and we edvised her that we 
wished to serve defendants in the action herein with a Summons 


and Amended Complaint. She stated that she could not accept 


‘the Summons and Amended Complaint and we stated that Miss Russe: 


ааб 


аа —— 


3 E G 
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| 


had accepted them. 


1 5. мг. Butowsky and I thereupon left the BCB by its 
(main entrance and proceeded to a side entrance which we knew 
| 

| from a prior.visit led to defendant LeBlanc's office. We 


| proceeded to the wooden door to Mr. LeBlanc's private offices, 
which was locked, and I affixod to the door a сору of the 1 
l 

1 
, Summons and Amended complaint. As I was doing this, Miss Hastie, 


| two uniformed guards and the security officer we met previously 
| 


| ran towards us yelling that we should leave at once. We immedi- 


T 


latery left апа Miss Hastie ripped the 5 and Amended Com- 


mee from the door and threw it at us. 
| 


| 


мА в, = 


es 


| 6. Thereafter, at about 10:15 A.M., Mr. Butowsky and 
|I drove to the Sonesta Beach Hotel in Nassau, Bahamas, to scek 

! to attend a shareholders meeting of Investment Properties Intcr-, 
| . 


| national, Ltd. ("IPI"), which was scheduled for 10:00 A.M. that 


morning. Defendants Norman LeBlanc and Gilbert R. J. Straub 


- 


were listed in the notice of meeting as being shateholdora pro- 


Amish "a- ' 


i"‏ سے 
Aas‏ . > 


posed to be selected as members of a committee of inspectors 
with the power of appointing a liquidator of IPI and we believed 
ji that we might possibly be able to serve them personally at 

| the meeting. Upon arriving at the hotel we inquired where the 


‚ meeting was being held and were advised that the meeting had 


—— 
. » 


been adjourned as no quorum had been present and that Messrs. 


‘Straub and LeBlanc were also not present. 


sq. Thereafter, at about 11:30 A.M., Mr. Butowsky and 


! 
I proceeded to Beaumont House, located in Nassau, Bahamas, in 


—— A 
* 


which the offices of defendant Columbus Trust Company, Ltd. 


асе located. We proceeded to the offices of Columbus Trust | 


А \ 
га P ш х. 5 
ПА 
Sst. 
‚> - 
”, 4 "n 
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Company Ltd. а asked to see Mr. Frederick Murray, the 
Secretary of Columbus Trust Company Ltd. We introduced our- 
selves to Mr. Murray, advised him why we were in Nassau and 

I served him with a copy of the Summons and Amended Complaint 


herein. 


8. Thereafter, at about 12:15 P.M., Mr. Butowsky 

and I went to a premises located on Charlotte Street, Nassau, 
Bahamas, in which we had been advised defendant Allan J. Butler 
had his offices. We asked a person present in the office if 
Мг. Butler was there and a lady who identified herself as 

Miss Knowles and stated that she was Мг. Butler's secretary 
advised us that Mr. Butler was in the United States. We asked 
Miss Knowles if the office was also the office of Butlers 

Bank Ltd. (now known as Who Holdings, Ltd.) and she stated 

that it was. After identifying ourselves, we advised Miss 
Knowles that we were serving Butlers Bank, Ltd, (now known as 
Who Holdings Ltd.) with a Summons and Amended Complaint herein. 


She accepted such Summons and Amended Complaint. 


9. А+ about 2:30 Р.М. on October 23, 1973, 

Mr. Butowsky and I went to the residence of Allan J.Butler 

in Nassau, Bahamas, known as Jacaranda. We rang the doorbell 
and were greeted by a maid who advised us that it was Mr. 
Butler's residence but that he was out of the country. We 
then informed the maid that we wished to serve a Sunuons and 
Amended Complaint in the action herein on Allan J. Butler and 
would leave it with her. She promised us that she would give 
the Summons and Amended Complaint herein to Mr. Butler upon 


his return. The road from Mr. Butler's office required that 


| Affidavit 667a 


amises occupied by BCB 


„ме pass the 
lı 
uniformed security guards were patri 


| 
| front of the bank and the entrance 
| 
1 10. Thereafter, оп October 
и 


| 
’ and I made inquiries from persons аз 


| 
| abouts of the individual defendants 


| зоса+е such persons at various reste 


и 
j ments known to be frequented. by them. A 
ү " 


On October 24, 1973, ! 


| сом. 


| the services of a resident of Nassa 


| with the roads on New Providence 
1 


| 
| would be helpful in locating the re: 


| aefendants herein. At about 1:30 P 
\ Butowsky , the loca 
and I entered the main entrance of 
summons and Amended Complaint herei 
, names of Bahamas Commonwealth Bank, 
д Kilmorey Investments, Lta., І.0.5., 
и Global: Holdings Ltd. and Global Fir 
guards patrolling the 
bank building following our visit c 

| Ove quards had chased us while 


on the previous day, we deemed it 


‚ bank and inako oxtonded inquirios 


1 deposited the copies of tho Summons 


th 


herein with the receptionist in 
these were papers in the action 
| 
! 


оп various corporations for which 


he premises. 


to Mr. LeBlanc's office. 


island and who, we believed, 


7 

) 

4 

) 

i 

* 

1 guide and I drove to the offices of ВСВ, | 
X 

4 

| 


bank premises and the sidewalk outside the 
, ` : t 
we were serving process herein 


imprudent to wait in the 


ав to the presence of officers. 


herein being served on ВСВ and 


and » observed «һас 


111 he sidewalk in 


1973, Mr. Butowsky 
to the possible where- ` 
herein and then sought to ' 


rants and other establish- 


г. Butowsky and I engaged 4 


hs thamag who was familiar } 


;idences of various of the 


„м. on October 24, Mr. 


the bank with copies of the 
n, which were marked wit 


International Bancorp, : 


Ltd., Value Capital Ltd., гы 


Я 

"Re 

jancial Ltd. As there had bec? 
) 


›п the previous day, and ав , 
’ 


m ce 


and Amended Complaint 


е bank and advi ‚са her that 


BCB was registered agent. We 


Bahamas, which we had been advised was the last known residence 


that we wished to serve the Summons and Amended Complaint herein 


on Messrs. Straub, Vesco and LeBlanc. ‘The men said that they 


. serve the Summons and Amended Complaint herein on Messrs. Vesco, 


; ws “ . م‎ 4 

LeBlanc and Straub. КҰРАЛ: TN ) 
[e = ag 

13. One of the gardeners proceeded into the house to р Е 

' call ВСВ and the other gardener remained inside the gate watch | 
ing us. After approximately ten minutes a car прогонени, | | 
occupied by the same man who had identified himself as a : өл ЖҮЗ ! 
E è we "а 7, $ 

security officer of ВСВ on the previous day and a man named , 
Charles Evans, who, from our previous visit to Nassau, Bahamas | ) 


‚ меп азко what we wanted and ма identified ourselves and stated \ 


Affidavit 668a 
12. creafter, Mr. Butowsky, th. local guide and I 


proceeded to the residence located on Brace Ridge Road, Nassau, 


of, and owned by, defendant Gilbert R. J. Straub and was also 
the last known residence in Bahamas of defendant Robert L. ҚҰ; (Жм 
Vesco and ап occasional residence of defendant Norman LeBlenc. t 


This was the same residence at which Mr. Vesco had been personally, ` 


served with a subpoena by an Assistant United States Attorney 
and at which plaintiff herein had served Mr. Vesco with the 
original Summons and Complaint. Upon arriving at such premises, 


we proceeded to the gate. Two men who identified themselves "ü 


ав gardeners were standing at the gate and asked us what we у 
. Ы à Á 
wanted. We identified ourselves and stated that we wished to ; 


we believed to be employed as а chauffeur by either defendant. 


LeBlanc ör for dofendant LeBlanc by defendant ВСВ, These gentle- 


‘ could not accept the papers and the man who had previously 


; identified himself аз a security officer for Bahamas Commonwealth 


Mic removed a miniature camera from his shirt pocket 669 


and proceeded -~ take photographs of both mı. Butowksy and me. 
| 
14. I thereupon sought to hand copies of the Summons 


(апа Amended Complaint herein to the gardeners and they jumped 


back. I then tossed copies of the Summons and Amended Complaint 


herein over the gate and onto the driveway inside the premises. 


' 4 One of the gardeners picked them up and handed them to the 


‚ security officer who threw them into our саг. We then drove 


| away. eM auta LUN 
pu а оны e 


15. Mr. Butowsky, the local guide and then drove 


to the Sonesta Beach Hotel, which we had been informed was one 


lof the customary residences of Mr. LeBlanc in Nassau, Bahanas: 
4 А 


| 
Iz went to the front desk of the Sonesta Beach Hotel,” asked 


! for Mr. LeBlanc and was advised that he was ‘not present, "ЖҰ 


| stated that I wished to leave a Summons and Amended complaint’ 


"herein for him and was told that I could leave it with the ’ 
| 
„девк clerk, who а 


ssured me that he would see that it was 55% 


à * 4:4 


, promptly given to Mr. LeBlanc. . Mo йы 
4 4 4 
| . 16. Mr. Butowsky, our local guide and I then pro~ бо 
| ceeded to Knob Hill Apartments, located off East Bay Street, 
= Bahamas. 
| me 


We had been advised that Knob Hill Apart- 


® 


nts was a known residence of Norman LeBlanc in Nassau, ot a£. 


id 

"Bahamas. We inquired of one of the residents in the apart- 4 

|ment complex where Mr. LeBlanc's apartmoniz май nnd wor& 4 
у’ 


| advised that Mr. LoBlane had been known to reside in an apart- 


! | 
"ment on the first floor. We then proceeded to such apartment, 


and knocked on the door. We received no answer. I there- 


Affidavit 
‚ upon taped а cc ', cf the ен and Amende Complaint herein 


"оп the doorway of such premises. 
it 


17. Mr. Butowsky, our local guide and I then pro- 
ceeded to a premises in Nassau, Bahamas, located opposite 
“the residence of a Dr. Applewood, which premises, we had been 
advised, was presently the residence of Miss Wendy Kenyon, 


4 
and also one of the customary residences of Mr. LeBlanc in 


‘Nassau, Bahamas. We rang the doorbell and knocked on the 


door of such premises and did not receive an answer. We 


' thereupon returned to our hotel. 


i 
18. At 8:00 o'clock on the evening of October 24, 
Mr. Butowsky and I drove to the premises of Miss Wendy Kenyon, 
We approached the doorway and rang the bell. A person inside 
| 
with а female voice asked who we were and we identified our- 
selves as David Butowsky and Joseph Bondi. The person inside 
refused to open the door and I thereupon taped a copy of the 


Summons and Amended Complaint herein to the outside of the 


door. 


719, We then proceeded to the Cafe Martinique on 
‘paradise Island, Bahamas, known by us to be a restaurant fre- 
quented by various of the defendants herein. We asked a 
waiter if he. had seen Messrs. LeBlanc, Straub, Clay or Vesco 


that evening and he said he had not but believed that several 


of them had been present the previous evening. He then searched 


the restaurant for such persons and advised us that none were 


present. 


1 


| 
р 
р 
| 
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20. At approximately 7:00 A.M. on КЕЗ morning of 
October 25, 1973,1 received a telephone call from a man who 
identified himself as (and whose voice I recognized as) 
Norman LeBlanc. Mr. LeBlanc advised me that he was calling 
from Costa Rica and that our conversation was being tape 
recorded. ‘He asked that I cease harrassing his secretary by 
leaving copies of the Summons and Amended Complaint herein 


taped on the doorway of her residence. Т replied that we were 


, 


| not seeking to harrass him or any othe! persons, bv* that we 


were seeking to effect service іп the action herein. He then 
stated that I should govern my actions 1n accordance with 
Bahamian law and that such service was not effective under 
Bahamian law. I advised him that we believed our service to 
be effective under the laws of the United States of America 
and that we were seeking to serve him in an action pending in 
courts of the United States of America. Mr. LeBlanc suggested 
that I retain Bahamian counsel and repeated that I should 


cease hafrassing him and his secretary. 


21, After breakfast on the ! rning of October 25 


1973, I asked the switchboard operator if I had any messages 


and she advised me that a man had sought to telephone me at 
ten minute intervals between ):30 and 11: P.M. оп t! evening 
of October 24. I believe that this was Mr. ев] апс. 


22. On the morning of October 25, 1973, Mr. 1 itowsky 
and I went to the general post office in Nassau, Раһатав and 
obtained the Post Office box numbers from the inquiry clerk 


therein of defendants Robert L. Vesco, Gilbert R.J. Straub, 


s4 


\ 


, E Sy ол 
Із f £44 


ty 
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pun Commonwealth Bank, Allan J. Butler, Butlers Bank, and 


| 
| 
|64 Miss Wendy Kenyon. (There is no strect mail delivery | 


| service in the Bahamas). I thereupon purchased stamps and 
| deposited copies of the Summons and Amended Complaint herein 


lin envelopes addressed to the Post Office boxes of Bahamas 
| 


| Commonwealth Bank; International Bancorp, Kilmorey Investment 


! 


| 

jLtd., Value Capital Ltd., Global Holdings Ltd., Global Financial | 
| 

| 

| 

i 

| 

| 

| 


| 


| еа., and I.O.S., Ltd., all c/o Bahamas Commonwealth Bank; 


i 
‚ Robert L. Vesco, Gilbert в. J. Straub, Allan J. Butler, Butlers 


| 
| Bank Ltd. (now known as Who Holdings Ltd.) and Norman LeBlanc 
| c/o Miss Wendy Kenyon. I then deposited all such envelopes, 


| with the proper postage affixed, into the mail recoptacle 


located in the post office. 


5 


"n 
| | 
| 23. Thereafter, I went to my hotel to pack and pro- ; 
|сее4 to the airport. I noticed that the man who had identified `’ 
| himself as a security guard of BCB and whom I had met previously | 
jat the residence at Brace Ridge Road was sitting outside my | 
"hotel. I thereupon checked out of the hotel, irtending to 8 
' proceed by my rented automobile to the airport. Before leaving ! 
Paradise Island I noticed that the security officer was follow- 
| ing me in an automobile. I sought to verify that he was follow- 
' ing me by first driving quickly, then slowing down, then halt- 
ing and then turning on а side road. He continued to follow me | 
"and I datormined that it would not be prudent to drive to і ha | 
airport. I thereupon returned the automobile at the Avis depot ۱ 
in Nassau and proceeded by taxi to the aitport. 1 did not | 
notice the ‘security guard following the taxi until 1 reached | 


the main entrance at the airport. At that time, I again noticed | 


Affidavit 


the security guard and upon leaving the taxi at the air} rt 
immediately approached a policeman. I pointed out the security 
guard to the policeman and stated that he had been following 


ме. The policeman stated that he knew the security guard to 
ре а former Nassau policeman апа asked me who I vas. I identi- | 
‚ fied myself and stated that 1 had been authorized by 4 United | 
States court to serve process on various defendants including | 


l| Robert L. Vesco and orman LeBlanc and that I believed the 
be in their employ. The policeman acknowledged 


case and said that hi 


\ security guard to 


that he so understood this to be the 


\\ А 4 t ' 
| would see to it that I would board му airplane without inte! 
| 

Ғегепсе. І boarded the airplane and left Nassau, Bahamas with- 


out further incident. 


) 
/ 
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to before me this 


Sworn 
twelfth day of November, 1973 
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Answer to amended complaint by Vesco & Cos 
dated February 11, 1974. 
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Answer 675a 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


............-............-. س سے م سے س کی -- -- = 


INTERNATIONAL CONTROLS CORP., 


t Index №. 
Plaintiff, 73 Civ. 2518 (CES) 
у. ANSWER TO AMENDED COMPLAINT 


ROBERT L. VESCO, et al, 


Defendants. 


«---------------.----.--..-...-..-................ 


Defendant, Vesco & Со., Inc., answering the Amended 
Complaint of plaintiff, International Controls Corp., says: 
Һ: TO PLAINTIFF'S GENERAL ALLEGATIONS IN 
PARAGRAPHS 1-5 OF AMENDED COMPLAINT 
1. Defendant, Vesco & Co., Inc., lacks knowledge or 


information sufficient to form a belief as to the truth or 


falsity of the allegations contained in paragraph 1 of the 
Amended Complaint, except as to specifically deny that it has 
violated any provisions of the Securities Exchange Асі of 1934 


(15 U.S.C. $578а et. seq.), or the rules aiid regulations adopted 


and promulgated thereunder, or that it has breached any с ‘er 


|state law or common law duty to plaintiff. 


2. Defendant, Vesco & Co., Inc., denies the allega- 


tions contained in paragraph 2 of the Amended Complaint that “his 


(Court has jurisdiction over it either by reason of $27 of the 


рн Exchanqe Act of 1934 (15 U.S.C. §78aa), any principles 


of pendent jurisdiction, or otherwise, and reserves all riqhts 


in connection therewith. 
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3. Defendant, Vesco & Co., Inc., lacks knowledge or 
information sufficient to form a belief as to the truth or 
falsity of the allegations contained ín paracraph 3 of the 
‚ Amended Complaint, except as to specifically deny that it has 


any contacts whatsoever with the Southern District of New York. 


4. Defendant, Vesco & Co., Inc., admits the allegations 


of paragraph 4 of the Amended Complaint. 

5. Defendant, Vesco & Co., Inc., lacks knowledge or 
information sufficient to form a belíef as tc the truth or 
falsity of the allegations contained in subparagraphs 5 (a) 
through 5(p) and 5(r) through 5(gg) of the Amended Complaint. 

As to subparagraph 5(q), it admits that it is a Delaware corp ra- 
| tion, and that it is presently the owner of approximately 

846,380 shares of ICC common stock, but it denies the remaining 
allegations contained in subparagraph 5(а) of the Amended 


Complaint. 


FIRST COUNT 

6. Defendant, Vesco & Co., Inc., denies any of the 
allegations contained in paragraph 6 of the First Count of the 
Amended Complaint, which may be deemed to be asserted against 
this defendant, and lacks knowledge or information sufficient to 
form a belief as to the truth or falsity of the-renainin; 
allegutions of that paragraph. 

7. Defendant, Vesco & Co., Inc., denion that it has 
ever engaged in or aided and abetted іп any "Scheme", "fraudulent 


acts", or "practices" individually or in concert with any of the 


other named defendants in this action. Defendant, Vesco & Co., 
Inc., lacks knowledge or information sufficient to form а belief 


as to the truth or falsity of the remaining allegations cf 
ЖШ 


| 
| 
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paragraph 7 of the First Count of the Amended Complaint. 

8. Defendant, Vesco & Co., Inc., lacks knowledge 
or information sufficient to form a belief as to the truth or 
falsity of the allegations contained in paragraphs 8 through 21 
of the First Count of the Amended Complaint, which paragraphs do | | 


not appear to contain any allegations relating to this defendant. 


Insofar as these paragraphs may be deemed to allege any wrong- 


doing or liability to plaintiff on the part of this defendant, 


however, such allegations are specifically denied. 


SECOND COUNT 


9. Defendant, Vesco &'Со., Inc., lacks knowledge or 


information sufficient to form а beiief as to the truth or 


falsity of the allegations contained ín paragraphs 22 through 31 


of the Second Count of the Amended Complaint, which paragraphs | 
do not appear to contain any allegations relating to this мр 
Insofar as these paragraphs may be deemed to allege any wrongdoing 
or liability to plaintiff on the part of this defendant, however, 


| such allegations are specifically denied. 


THIRD-FOURTEENTH COUNTS 
10. Defendant, Vesco & Co., Inc., lacks knowledge or 
information sufficient to form a belief as to the truth or 
falsity of the allegations contained in paragraphs 32 through 78 
| of the Third through Fourteenth Counts, inclusive, of the | 
| 


Amended Complaint, which paragraphs do not appear to contain any 


| allegations relating to this defendant. Insofar as these 
paragraphs may be deemed to allege any wrongdoing or liability 
to plaintiff on the part of this defendant, however, such 


allegations are specifically denied. 
е 


i> 


6 78а 
FIRST AFFIRMATIVE DEFENSE 


The Court lacks subject matter jurisdiction over 
defendant, Vesco & Co., Inc., and defendant reserves all rights 
with respect thereto, including the right of further appellate 


review of this Court's determination adversely thereto. 


SECOND AFFIRMATIVE DEFENSE 
The Court lacks personal jurisdiction over defendant, 
Vesco & Co., Inc., and defendant reserves all rights with respect 
thereto, including the right of further appellate review of 


this Court's determination adversely thereto. 


THIRD AFFIRMATIVE DEFENSE 
The Court lacks jurisdiction over defendant, Vesco & 
Co., Inc., by reason of insufficiency of process and insufficiency 
of service of process, and defendant reserves all rights with 
respect thereto, including the right of further appellate review 


of this Court's determination adversely thereto. 


FOURTH AFFIRMATIVE DEFENSE 
The Amended Complaint fails to state a claim against 


defencant, Vesco & Co., Inc., upon which relief can be granted. 


FIFTH AFFIRMATIVE DEFENSE 
Defendant, Vesco & Co., Inc., has breached no duty or 
obligation to ICC, nor does it have any liability whatsoever on 


any basiu to plaintiff. 


SIXTH AFFIRMATIVE DEFENSE 
Defendant, Vesco & Co., Inc., has not acted ín concert 


ith, or aided and abetted any of the parties to this action in 


performing any acts or wrongdoings which in any way have breached 


Answer 
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a duty or obligation, or created any liability on the part of 


this defendant to ICC. 


SEVENTH AFFIRMATIVE DEFENSE 


Defendant, Vesco & Co., Inc., has not violated any 


provisions of the Securities Exchange Act of 1934, or the rules 


and regulations promulgated thereunder, nor has it breached any 


other state or common law duty to plaintiff. 


EIGHTH AFFIRMATIVE DEFENSE 


Defendant, Vesco & Co., Inc., if held to be liable to 


plaintiff in any respect, is entitled to contribution from such 


of the other defendants, if any, as may also be determined to be 


liable. 


HANNOCH, WEISMAN, STERN & BESSER 
Attorneys for Defendant, 
Vesco & Co., Inc. 


By /s/ Laurence B. Orloff 
Laurence B. Orio 


Dated; February ll, 1974 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT ОР NEW YORK » 
Index Wo. 73 Civ. 2518 (CES) (кв, RE 


іч ЕВ 12 Fi, 5:12 
Сел. 20... 
INTERNATI JAL CONTROLS CORP., 
Plaintiff, 
У. 
ROBERT L. VZSCO, et al, 


Defendants. 
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НАММОСН, Ч72<5МАМ, STERN Б BESSER 
Attorneys for Defendant, Vesco & Со., Inc. 
744 Broac Street 

Newark, Xaw Jersey 07102 
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st, dated April 26, 
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2089 


Notice of partial inque 1974. 


(68la - 687a) 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


LL ыы PO am Gre didus Ui Pe E مج‎ ж 
INTERNATIONAL CONTROLS CORP., : Index No. 
73 Civ. 2518 (CES) 
Plaintiff, 
-against- : NOTICE OF PARTIAL 
INQUEST 
ROBERT L. VESCO, et. al., "Love ESL N 
Defendants 
xcd ЕЕ arce misi қасын Re sitas Sid ae Ж 


SIRS 


PLEASE TAKE NOTICE that pursuant to Rule 55(b)(2) of the 
Federal Rules of the Civil Procedure a hearing will be held be- 


fore the Hon. Charles E. Stewart, Jr., United States District 


1 


Judge, in the United States Courthouse, Foley Square, New York, 
New York, on the 14th day of May, 1974 at 4:00 P.M. in Room 705 | 
for the purpose of making a partial determination of plaintiff's 


loss, damage, costs and expenses for which defendant Robert L. 


+ 


Vesco has been found to be liable to plaintiff in the Judgment 
heretofore entered on October 5, 1973, a copy of which is annexed 


hereto as Exhibit "A". 


Dated: New York, New York 
April 26, 1974. 


— CLIMENKG~ & KRAMER 


P. DAE 
By; M у ( ) S (A 


~A Member of the Firm 
Attorneys for Plaintiff / 
330 Madison Avenue 
New York, New York 10017 
Tel.: (212) 661-3200 


и 


ТО: ROBERT Г. VESCO 
Brace Ridge Road 
Nassau, Bahamas 
and 
170 Denville Road 
Boonton Township, New Jersey 07005 


(By Certified Mail) 


— » 
| i 4 
Notice of Partial Inquest 683a 


Exhibit A 
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UNITED STATES DISTRICT CIURT : 
SOUTHER! DISTRICT OF NEW УОТХ i 
------------------------------------- х 
INTERNATIONAL CONTROLS CORP., $ 
Civ. Action No. К 
Plaintiff, 
: 23 Civ. 2518 (CES) 
-against- : : . 
ROBERT L. VESCO, et. al., $ JUDGI!iENT 
Defendants. : Е : 
-----.....-.....................-..--- х. : 


This action having been comnenced by the filing of a 
complaint and the issuance.of a summons on the 7th day of June 


1973, end this court by order dated July 27, 1973, having 


herein 


и 


authorized Lois Sylor Yohonn to effect service of proces 
on defendant Robert L. Vesco, and a copy of the said summons 
and complaint having been duly served on defendant Robert L. 
Vesco by Lois Sylor Yohonn on the 30th day of July, 1973, апа 


proof of such service having been filed in the office of the 


X 
^ 
> 
е 
? 
ғ 
$ 


Clerk of this Court on the 6th day of August, 1973; and 


` 


Defendant, ROBERT L. УЕ5СО, having failed to pleed, 


zppear, move or otherwise defena with respec: to tne compicin: 
. herein, an" the time for said defendant to appear, answer or 
otherwise move having expired, and said defendant's Qesfault havin 


becn noted and entcred; 


reason for dolay in entering th» wathin jutynent against охоту 


Robert L. Vesco; 


AMO, it appoaring to the court that thera is no just 
! 
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. 

HON, оп motion of Shea Gould Climenko & Kramer attorneys 
for the plaintiff, and, upon the affidavit of Sheldon D. Camhy, 
sworn to the 2nd day of October, 1973 that defenéant Robert І. 
Vesco is not an infant or incompetent person and is not іл the 


military service of thc United States; it ** hereby 


ORDERED, ADJUDGED AND DECREED that plaintiff have 
judgment against the defendant Robert L. Vesco as demanded in 


the complaint herein; and it is further 


. ORDERED, ADJUDGED AND DECREED that defendant Robert L. 
Vesco be, and he hereby is, permanently enjoined from using the 
assets of plaintiff or its subsidiaries сг the proceeds thereof 
for his own purpose to the loss and detriment of International 


Controls Corp. ana its sharcholders; and it is. * her 


ORDERED, ADJUDGED AND DECREED that defendant Robert L. 
Vesco account to plaintiff for all profits or gains received by 
him or those acting in concert with or aiding ага abetting hin 
in the transactions set forth in the complaint herein or in 
transaction thereafter entered into by him with funds or рго- 


‘perty wrongfully held by him by reason of the wrongful acts set 


е % 

forth in the complaint and all injury sustained by plaintiff by 
ر‎ e reason of the acts alleged in the complaint; and it is further 
ORDERED, ADJUDGED AND DEzCRLZD that Robert L. Vesco be 

.. Е 

. and he hereby is required to indernify plaintiff for 211 
liability tc others which it his Gi iy incur by ressona of the 
acts ailcged in the cooplalnt; ыға! d further 


-29- 


гі 
f 
i . 
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~ 
Е 


ORDERED, ADJLOGED ANO DECREED that defendant Robert L. 
Vesco be and he hereby is, liable to plaintiff for ail loss, 
dènage, cost and expense arising from the acts alleged in the 
complaint herein and that the amount of said loss, danase, cost 


and expense be determined by the Couns upon a hearing; end it is 


further 


ORDERED, ADJUDGED AND DECREED that the aforesaid 
hearing .s to plaintiff's loss, damage соз and expense be set 


down and held on a day designated by plaintiff, upon the plain- 


Clea 


tiff giving defendant Robert Г. Vesco ten days notice of said 
hearing by registered or certified mail at Brace Ridge Road, 
Nassau, The Bahamas and 170 Denville Road, Boonton Township, 


New Jersey 07005; and it is further 


\човеяёму- Fureato oer se 924 


ORDERED, ADJUDGED AND DECREED that upon the holding of 


the aforesaid hearing as to plaintiff's damages and the deter- 


minatio of said damages, the within judgment be amended graat- 


5/ Athy meno е Beaghtaer 


ing psaintiff£ judgment against defendant Robert L. Vesco for ths 


amount of such loss, damage, cost and expense together vith 


=. œ 


! interest and costs and disbursezents of this action and that 


such amended judgment be entered against defendant Robert L. 


. Vesco; and it is further 


ORDERED, ADIYDGED AND DECREED that plainti:f shall have 
4 c эо 
the right to apply at the foot of said judgment for such Cher 


ard further relieve ar to the Court ray Beem just ert prapor іп 


the circunstances. 


4 


| 


\ | S[Chaaes E. Sirens: Г. - 
U.s 


м аб я 


Dated: New Y^7, ге. Yer 


October я 1773 


—— re —M— ere 
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Order to Show Cause 


ене STATES DISTRICT COURT | 


| SOUTHERN DISTRICT OF NEW YORK 


| INTERNATIONAL CONTROLS CORP., 


73 Civ. 2518 (CES) 


Plaintiff, 
-against- : 
ORDER TO SHOW CAUSE 
| ROBERT L. VESCO, et al., : 55 


| Defendants. : 


Upon the annexed affidavit of John K. Schemmer, 
|| the receiver appointed by this Court in Securities and 
ex xchange Commission v. Robert L. Vesco, et al., (72 Civ. 
|so 001 (CES)), sworn to Мау 9, 1974, and upon all the plead- 
ЕС and proceedings heretofore herein; it is 
| ORDERED that any person receiving notice hereof 


аз set forth below or in other fashion who desires to 


object to entry of the ргорозеа order annexed hereto, appear 
| and show cause to this Court before the Honorsble Charles 


E. Stewart, Jr., United States District Judge, in Room 705, 


ұғам States Courthouse, Foley Square, New York, New York | 
|е Мау 14th,1974 at 4 P.M., ог as soon thereafter as 

|| counsel may be heard, why the proposed crder annexed hereto 

| shout not be made and entered forthwith; and it is further 


ORDERED that personal service of a copy of this | 
|огаег to show cause and the annexed affidavit of John К. 


i\Schemmer (with exhibit) upon the attorneys for the parties 


| 
| Order to Show Cause 


Order to Show Cause 


who have heretofore appeared herein at or before 5 P.M. 


| оп May 10, 1974 shall be due and sufficient service upon 


such parties. 


| Dated: New York, New York 
| May 9, 1974 


2:58 P.M. 


/s/ C.E. Stewart, Jr. 
U. 5. D. d^ 


|prder to Show Cause 


| 


UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


| INTERNATIONAL CONTROLS CORP., 


73 Civ. 2518 (CES) 
Plaintiff, 


-against- 
|| ORDER 
ROBERT Ь. VESCO, et а1., 


Defendants. 


| 


Upon the Order to Show Cause dated May , 1974, 


by this Court in Securities and Exchange Commission у. Rober 


| 

| the affidavit of John K. Schemmer, the receiver appointed 
| 

|! 


||}. Vesco, et al., (72 Civ. 5001 (CES)), sworn to Maf* 9, 1974 


rr 
|| 


|| and the form of intervenor complaint annexed thereto; and 
|| upon all the pleadings and proceedings heretofore herein, 
| 

|| and pursuant to Rule 24 of the Federal Rules of Civil 

| Procedure, it is 


ORDERED that said receiver hereby is permitted to 


|. қ 
| intervene in this action. 


Dated: New York, New York 
May , 1974 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
INTERNATIONAL CONTROLS CORP., 2 73 Сіу. 2518 (СЕ5) 
Plaintiff, 
~against- AFFIDAVIT 
ROBERT L. VESCO, et al., 


Defendants. 


STATE OF NEW YORK ) 
1 6в.: 
COUNTY OF NEW YORK ) 


JOHN K. SCHEMMER, being duly sworn, deposes and 
says: 

1. I am the receiver appointed by this Court in 
Securities and Exchange Commission v. Robert L. Vesco, et al. 
02 Civ. 5001 (CES)), having been so appointed by this Court's 
Final Judgment of Permanent Injunction and Appointment of 
Receiver dated September 28, 1973 (the "Final Judgment"). 


| 
I submit this affidavit in support of my application for an 


order authorizing me to intervene in this action. 

2. On October 5, 1973 this Court issued a 
preliminary injunction in this action restraining the remova 
» the yacht "Patricia III!“ from Florida. 
| 3. Му counsel's review of the record in this 


action has convinced me that there is a reasonable likelihoo 


that the funds used for the purchase, chartering, repair and 


| 


| 
} . | 
lrefitting of the yacht "Patricia" were misappropriated in ай 


| 

| 

| Order to Show Cause 693a 
| 


labout March 1973 by certain of the defendants in this action | 


| 


| from ап account of Properties Resources Limited ("PRL") at а | 
|| | 
| bank іп London, England. This conclusion is outlined with | 
H 


|| greater specificity in the form of intervenor complaint 


| 


| annexed hereto as Exhibit A. 


| 
| 4. Andean Credit 5. А., an intervenor in this | 


| | 
action, claims ownership of the yacht and has attempted to 


| 
| | 
| 


| 
| 
| 
Wis its release. 
| 5. I believe that the release or other disposition 


| of the yacht ~~ and, in that connection, the further proceed- 
| 


lings in this action -- may as 4 practical matter impair my 


жне to protect my interest in the yacht as receiver of 


|| 

|| 

| the assets of PRL. I also believe that my interest is not 
| 


| 
| 


represented by the existing parties in this action and that 


| 
| 


| 
| 
| 


claim involves questions of law and fact common to the 


|| allegations of plaintiff International controls Corp. and 
| 
|| intervenor Andean Credit S. A. with respect to the yacht. 


\т further believe that my intervention will not unduly delay | 


or prejudice the adjudication of the rights of the original 


parties to this action. 


| 6. This motion is brought on by an order to show 
| 


|| cause for the reason that the delay inherent in the use of 
| notice of motion procedures may prejudice the successful 


enforcement of the Final Judqment. 


Order to Show Cause 694a 


| 


7. No previous application for this or similar 


|| relief has been made by me to any other court or judge. 


| WHEREFORE ,. I respectfully request that my 


|| application herein be granted. 


"E. аы 


John К. Schemmer 


| Sworn to before me this | 


9th day of May, 1974. | 


| Ж ; | 
и ` a. A , prs Lo سے‎ 
с 


Notary P і 


CHARLES ELLIS HANCE 
| Notary Public, State of New York | 
Мо. 31-1656200 

| Qualified in New York County 

| Commission Expires March 30, 1975 
| 

| 

| 


| 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


| INTERNATIONAL CONTROLS CORP., 
Plaintiff, 
-against- 


ROBERT L. VESCO, HARRY L. SEARS, 

FRANK G. BEATTY, NORMAN LeBLANC, 73 Civ. 251€ 
| STANLEY GRAZE, MILTON F. MEISSNER, (CES) 

| ULRICH J. STRICKLER, RICHARD E. CLAY, 

WILBERT J. SNIPES, FREDERIC J. WEYMAR, : INTERVENOR 
GILBERT В. J. STRAUB, C. HENRY COMPLAINT 
| ВОНГ III, RALPH P. DODD, "ыы 

| GEORGE PHILLIPE, JOEL GRADY, 

| SHIRLEY BAILEY, VESCO & CO., INC. 

IOS LTD., COLUMBUS TRUST COMPANY, LIMITED, 

BAHAMAS COMMONWEALTH BANK, 

|| INTERNATIONAL BANCORP, KILMOREY INVESTMENTS 

| LTD., VALUE CAPITAL LTD., GLOBAL HOLDINGS 

LTD., GLOBAL FINANCIAL LTD., BUTLERS BANK, 

| LTD. (now known as WHO HOLDINGS LTD.), 

ALLAN J. BUTLER, BANK CANTRADE LTD., 

FAIRFIELD AVIATION CORPORATION, 

FAIRFIELD GENERAL CORPORATION, SKYWAYS 

LEASING CORPORATION and MARINE MIDLAND 

| BANK - NEW YORK, 


Defendants, 


ANDEAN CREDIT S.A. and JOHN K. SCHEMMER, 
| receiver, 


Intervenors. 


Intervenor John К. Schemmer, as receiver, by 
his attorneys Carter, Ledyard & Milburn, for his intervenor 


complaint, alleges upon information and belief, except that 


| paragraphs 1 and 2 are alleged upon intervenor's knowledqe: 


1. This Court, by a Final Judgment of Permanent 


| 


Injunction and Appointment of Receiver dated September 28, 
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1973 (the "Final Judgment") in Securities and Exchange 


Commission v. Robert L. Vesco, et al., 72 Civ. 5001 (CES) 
(the "SEC action"), appointed this intervenor receiver to 
take possession of, inter alia, all the assets of Property 
| Resources Limited ("PRL") and directed this intervenor, 

as such receiver, to take all necessary steps to preserve 
the assets of PRL and its subsidiaries. The Final Judgment 


also permanently enjoins defendants Norman LeBlanc, Value 


Capital Ltd., Global Holdings Ltd., Global Financial Ltd., 
| 
International Bancorp, and Bahamas Commonwealth Bank, among 


others, from disposing of in any way any assets of PRL and 


its subsidiaries. 


' 2. This intervenor was authorized to make a motion 
to intervene in this action by an order of this Court dated 
May. , 1974 entered in the SEC action, a copy of which is 
annexed hereto as Exhibit A, and this intervenor intervenes 
herein solely in his capacity as receiver and pursuant to 


that order to aid in the accomplishment of the ends sought 


and directed in the SEC action. 


| 3. Plaintiff International Controls Corp. (“FEC”) 


4s a Florida corporation which has its principal place of 
business in Thomaston, Connecticut. 

(a) Defendant Robert L. Vesco is a United 
States citizen who, at all times during the period ralevant 
о this complaint, together with defendant Norman LeBlanc, 


ontrolled and dominated intervenor Andean Credit S. 


defendants Global Holdings Ltd., Global Financial Ltd., 


alue Capital Ltd., International Bancorp, Bahamas 
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Commonwealth Bank, and Columbus Trust Company, Limited. 
He has served as a director and president of defendant 
i| Value Capital Ltd., a director of defendant International 


Bancorp, and a director of defendant Bahamas Commonwealth 


Bank. 
| 
(b) Defendant Norman LeBlanc is a Canadian 


Gitizen. He has been the principal shareholder of defendant 
Global Holdings Ltd. and has served as a director of 


| f 
| astendant Global Holdings Ltd., president and a director of 


| 


defendant Global Financial Ltd., and a director of defendant 


International Bancorp. 


(c) Defendant Richard E. Clay is a United 
|States citizen who has served as president and a director 


| 
| 
| 


of defendant Value Capital Ltd., vice president and a 


| 


|! 


оѓ defendant Bahamas Commonwealth Bank. 


director of defendant International Bancorp, and a director 


| 
| 


(а) Defendant Global Holdings Ltd. is а 

|| Bahamian corporation which has controlled defendant Global 

Financial Ltd., and through it, defendants Value Capital 

Ltd., International Bancorp, and Bahamas Commonwealth Bank 

at all times during the period relevant to this complaint. 
(e) Defendant Global Financial Ltd. is a 

|Ваһатіап corporation. 


(f) Defendant Value Capital Ltd. is a 


| Bahami an corporation which has controlled PRL at all times 
|| during the period relevant to this complaint. 

(g) Defendant International Bancorp is a 
Bahamian corporation which has controlled defendant Bahamas 


imes during the period relevant 


rder to Show Cause 


to this complaint. 


(h) Defendant Bahamas Commonwealth Bank 
is a Bahamian corporation. ° 

(i) Defendant Columbus Trust Company, Limited 
("Columbus Trust") is a Bahamian corporation. Until March 
1973 defendant LeBlanc owned, directly or indirectiy, 
approximately sixty percent of the outstanding shares of 
Columbus Trust. 

5. Intervenor Andean Credit S.A. ("Andean") is а 
Panamanian corporation. 

6. In or about March 1973 the defendants listed 
in Paragraph 4 hereof misappropriated approximately 
$9,050,000 of funds held in certificates of deposit for the 
account of PRL in London, England by arranging for Columbus 


rust to manage said account and having Columbus Trust 


um such certificates of deposit and withdraw the said 


pooves ses from the account. 


7. Said defendants expended approximately 
$1,500,000 of the misappropriated funds through Andean and 
Mackinley Limited, a Bahamian corporation ("Mackinley"), for 

he purchase, chartering, repair and refitting of the yacht 
"Patricia III", which is of Panamanian registry and is now 
being held in Florida under this Court's preliminary 
njunction issued on October 5, 1°73 in this action. Andean 
d Mackinley acted throughout merely as nominees of said 
defendants and a conduit for the misappropriated funds. 
8. By reason of the foregoing, this intervenor, 


as receiver, is entitled to possession of the yacht 


" 


| 
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"Patricia III" and to the proceeds of any sale thereof. 


WHEREFORE, this intervenor, demands judgment: 


| 


| 


(а) Declaring that this intervenor, as 


receiver, is entitled to possession of the yacht "Patricia 


|111" and to the proceeds of any sale thereof; and 
| 


| 
| 
| 
| 
| 
| 


(b) That this intervenor be awarded the 
costs and disbursements of this action e1d such other 
ре further relief as the Court тау deem just „па proper. 
New York, New York 
May , 1974 


CARTER, LEDYARD & MILBURN 


By : ^ 
А Member of the Firm 


Attorneys for Intervenor 
John K. Schemmer, Receiver 

2 Wall Street 

New York, New York 10005 

(212) 732-3200 


UNITED STATES DISTRICT COURT 
507! Р МЕН ҮО 


INTERNATIONAL CONTROLS | 
CORP., || 


Plaintiff, | 
-against- 
ROBERT L. VESCO, et ai., 


Defendants. 
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——————— 


M c—B——! 


CARTER, LEDYARD & MILBURN 
ATTORNEYS FOR John К. 


Schemmer, Receiver. 


з WALL OTREET 
NEW YORK, М. Y, 10005 
REoros 8.8800 
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LETTER OF HANNOCH, WEISMAN, STERN & 
BESSER, ESQS. TO JUDGE CHARLES Е. 
STEWART, DATED MAY 10, 1974 


Honorable Charles E. Stewart Jr 
United States District Court 
United States Court House 

Foley Square 

New York, New York 


Re: International Controls Corp 
vs. Vesco, et al. 
Index No. 73 Civ. 2518 ( CES) 


Dear Judge Stewart: 


As Your Honor is aware, we represent defendant Vesco 
& Co., Inc. in the above matter. 


We Mave presently pending before the Supreme Court 
of the United States a Petition for Writ of Certiorari to 
review the judgment of the United States Court of Appeals 
for the Second Circuit dated January 15, 1974 which, in 
part (and this is part of the review we seek) sustained 
jurisdiction over Vesco & Co., Inc. in this proceeding. 


We therefore continue to make our appearance herein 
under the protest to jurisdiction reflected in our initial 
motion before this Court and our papers filed both in the 
Second Circuit and the Supreme Court, and solely for the 
purpose of protecting our client's interest in these on-going 
proceedings without waiving its obligations to jurisdiction, 
service of process, etc. 


We are writing to Your Honor at this point in time be- 
cause it has just come to our attention ( we were not served 
with any papers as counsei for Vesco & Co., Inc. although 
à copy of a "Notice of Partial Inquest” was received by us 
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today) that Your Honor intends to hold а hearing pursuant 
to В. 55 (b)(2) оп Мау 14, 1974 at 4:00 р.м. at the re- 
quest of counsel for International Controls Corp. “for the 


purpose of making a partial determination of plaintiff s loss, 
damage, costs and expenses for which defendant Robert 
L. Vesco has been found to be liable to plaintiff" -s re- 
flected in a judgment entered on October 5, 1973. 


We are writing to Your Honor with, essentially two sets 
of requests, which are somewhat interrelated. 


1. We request that the hearing be ad;ourned without 
date pending the Supreme Court's disposition of Vesco & 
Co., Inc.’s Petition for Certiorari. We request this because, 
for the reasons set forth below, based on the determinations 
that are presently oi record in this case bet subject to re- 
view by the Supreme Court, it appears to us essential that 
Vesco & Co., Inc. have a full opportunity to appear, to 
cross-examine, and if deemed appropriate to present evi- 
dence at the 55 (b)(2) hearing, and it should not be put 
to this task nor should the Court's facilities be utilized 
unless and until the Supreme Court in effect rules that 
Vesco & Co., Inc. is properly a party to this case in terms 
of jurisdiction, process, etc. Obviously, if the Supreme 
Court grants certiorari and determines that there is no 
jurisdiction over Vesco & Co., Inc., we would suspect we 
have no further interest in the matter. 


2. In the event Your Honor is inclined to proceed with 
the 55 (b)(2) hearing while ou: Petition in the Supreme 
Court is pending and before decision. in such event we 
respectfully request an adjournment of not less than 10 
days to enable us to properly participate and prepare for 
such participation in this matter. Presumably, the proofs 
will consist of both testimonial and documentary matter, 
and we believe that we should be given the opportunity 
to discover what they consist of and to prepare if necessary 
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to meet them. To that end, we believe that some sort of 
pre-hearing discovery, even if on an informal basis, is 
mandated so that we may ascertain what proofs Interna- 
tional Controls Corp. intends to present. 


We anticipate and respond to the obvious question as to 
why Vesco & Co., Inc. is seeking to participate in this par- 
ticular proceeding. We believe the answer is equally obvi- 
ous, and it lies in this Court’s preliminary determination, 
embodied in its “findings of fact and conclusions of law 
dated July 2, 1973” incorporated in its order of July 3, 1973 
to the effect that "it appears that Vesco & Co. is a corporate 
alter ego for defendant Robert Vesco" (finding of fact 
+11). that it is a “shell” into which "Vesco has de- 
pv: ited ° *the largest portion of his shares of I.C.C.” ( find- 
ing of fact +16); and the relief presumably grant d by 
way of injunction based upon those preliminary “fine ngs . 
We add to this the portion of the order signed by Your 
Honor dated July 3, 1973 in the matter of Securities & 
Exchange Commission v. Vesco, et al. (72 Civ. 5001) 
which refers to “defendant Vesco & Co., Inc.” even though 
Vesco & Co., Inc. was never a named party in that action. 
(We pointed the fact out to Your Honor at the oral argu- 
ment last summer, but Your Honor did not see fit to change 
the wording of that order). 


All of the foregoing, plus the repeated insistence by 
International Controls Corp., both before Your Honor and 
in the New Jersey State Court action in which Vesco & Co., 
Inc. is plaintiff, to the affect that Vesco & Co., Inc. is a 
“corporate alter ego" or “shell” or otherwise identical with 
Robert L. Vesco, leads us to conclude, on its behalf, that, 
at least in the context of a potential money judgment 
against Robert L. Vesco, and the potentiality that this 
Court may adoft its preliminary findings of "alter ego as 
final findings at some point, Vesco & Co., Inc. should be 
fully heard and should have a full opportunity to appear 
and cross-examine as to all aspects of any money judgment 
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which the plaintiff may subsequently seek to impose upon 
Vesco & Co., Inc. as an alleged “alter ego. 


We should emphasize that in stating the foregoing, 
which is simply a reflection of the existing record in this 
case, we in no way concede the accuracy or propriety of 
the contention and "finding" of alter ego. However, the 
practicalities of the present state of the record in this case 
make it incumbent upon us to defend Vesco & Co., Inc. at 
this stage against a potential money judgment ostensibly 
against Robert L. Vesco, which may well be magically 
transformed into one against Vesco & Co., Inc. 


To summarize them, our requests are as follows: 


l. That the 55 (b)(2) hearing be adjourned without 
date until the Supreme Court rules on our Petition. 


2. Alternatively, that the hearing be postponed in order 
that we may have an opportunity to prepare for it and to 
have some pre-hearing discovery. 


3. As a last alternative, that the hearing be conducted 
in such a way as to give us ample opportunity to prepare 
and present our response to the "proofs" which, presum- 
ably, Internaticnal Controls Corp. will attempt to intro- 
duce. 

We would appreciate a response from Your Honor in 
advance of the May 14 date, but in the absence of same, 
we will of course be there; and if Your Honor wishes to 
have a conference with respect to this matter at that time, 
in any event, we are available. 


Respectfully yours, 


/s/ 
LAWRENCE B. ORLOFF 
LBO/sjo 


сс: Shea, Gould, Climenko & Kramer, Esqs. 


Letter of Shea, Gould, Climenko & Kramer, Еѕаѕ., 
to Judge Charles E. Stewart, dated May 13, 1974. 
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dá BY HAND 


Foley Square 
New York, New York 


Re: International Controls Corp. 
з 

Vesco, et. al. 

Index No. 73 Civ. 2518 (CES) 


Dear Judge Stewart: 


We have just now received a copy of a letter 
addressed to Your Honor from Laurence В. Orloff of Hannoch, 
Welsman, Stern & Besser, attorneys for defendant Vesco & Co. 
Inc, (Vesto é Сог". In that letter Mr. Orloff requests 
either (a) that the partial inquest scheduled for tomorrow 
be adjourned until the United States Supreme Court rulés on 
Vesco & Co.'s Petition for a Writ of Certiorari; (b) that 
the inquest be adjourned to give Vesco & Co. an opportunity 
to have some pre-hearing discovery or (c) that the hcaring 
ре conducted in such a way as to give Vesco & Co. an "ample 
opportunity to prepare and present" their response to the 
proof ICC will present at the inquest. For the reasons out- 
lined below, we respectfully suggest that all of these re- 
quests should be denied. 


, 


Honorable Charles Е. Stewart, Jr. 
United States District Court 
United States Court House 


cont’ d. 


Letter Memorandum 


SHEA GOULD CLIMENKO & KRAMER 


Honorable Charles E. Stewart, Jr. 
Page 2 


May 13, 1974 


As Your Honor may recall the theory under which 
Vesco & Co. was brought in as a defendant in this case is 
that it was the transferee of certain assets from Robert 
L. Vesco and that such assets should be preserved pending 
the determination of this action. In its decision affirming 
Your Honor's July 3, 1973 preliminary injunction, the Court 
of Aopeals stated: 


". . . we have sustained 1934 Act 
jurisdiction over a corporation 

that participated in the fraudulent 
scheme sclely as transferee for the 
illicit fruits. SEC v. Manor Nursing 
Centers, Inc., supra (jurisdiction 
over defendant Capital Citics Nursing 
Centers, Inc.)." 


and went on to say that you "had ample powor, as a court of 
equity, to reach those assets under the jurisdictional pur- 
view of the 1934 Act." 


Thus, Vesco & Co.'s presence in this case was 
necessitated by its role as the transferee of certain assets 
not be reason of агу specific allegations of wrongdoing on its 
part. Counsel for Vesco & Co. now seeks, in effect, to use 
plaintiff's "alter ego" theory, advanced for the purpose of reach- 
ing those assets, in order to justify his appearance herein on 
Robert Vesco's behalí. We respectfully suggest that if Robert 
L. Vesco desires to participate in these proceedings in any manner 
or degree he should be required to do so in the normaland customary 
way, i.e., by entering his appearance on his own behalf and not 
through a corporate alter ego. 
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SHEA GOULD CLIMENKO & KRAMER 


lonorable Charles E. St 


lage 3 


Мау 13, 1974 


Te " 
ewart,: Jr. 


The holding of the partial inquest, м. 
will not in any way prejudice Vesco & Co.' 


YOur Honor will not be asked to make any 
" ыт 


'1+ег ego" question nor оп plaintiff's right to enforce апу 
judgment against the assets of Robert Vesco presently being 
held by Vesco & Co. The sole question being presented t 
£ 


LO 
Your Honor is the amount of damages plaintiff has sustained 


by reason of the wrongful acts of Robert L. Vesco set forth 
in the complaint. 


o submit, 
s position herein. 


> 
ә 
1 


Respectfully yours, 
SHEA СОШЬО-СІЗІМЕМКО & KRAMER 
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STATEMENT ОҒ FACTS 


This memorandum is submitted by defendant, Vesco 
& Co. Inc., in connection with the application of plaintiff, 
International Controls Corp. (hereinafter referred to as тест, 
tor а hearing to make а partial determination оп damages allegedly 
suffered by plaintiff as a result of the alleged wrongdoings of 
defendant, Robert L. Vesco. A judgment by defailt was entered 
against Vesco on October 9, 1973. ICC states that it intends to 
prove "partial" damages in the amount of $2,178,354.93, and it 
also seeks to retain "those portions of the Final Judgment calling 
for a hearing on the question of damages so as to permit ICC to 
prove additional damages against Vesco" (plaintiff's Pre-Hearing 
Memorandum, p. 10). 

Plaintiff has alleged in the Amended Complaint that 
defendant, Vesco & Co. Inc., is “dominated and controlled" by 
defendant, Vesco, and further, that "Vesco & Co. is the alter 
ego of Vesco" [paragraph 5(q)]. Оп July 3, 1973, this Court made 
a preliminary determination, emtodied in its "Findings of Fact and 
Conclusions of Law" and incorporated in its Order cf the same date, 
to the effect that "it appears that Vesco & Co. is a corporate 
alter ego for defendant, Robert Vesco" (finding of fact $11); 
and that it is a "shell" into which "Vesco has deposited the 
largest portion of his shares of ICC" (findinq of fact #16). 

It should also be noted at this point, that at the 


initial hearing befe the Court in this "partial inquest” on 


Ё. 
ы ‚ № 


4 
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May 14, 1974, Sheldon D. Camhy, Esq. attorney for plaint iff, 
stated the following to the Court: 


Your Honor, what is sought tliis 

afternoon is a money judgment 

against Robert Vesco. If such 

a judgment is secured, that judgment 
ill be taken 1 for the | purpos se of "i 


oxecuting ng agaist such assets "as 
Robe rt "Ves со has in the ; United 


States "Or j)therwise sub je ct to 
A, ж... ا‎ Ба ee 
execut lon. 


Right now it is our contention that 
this boat sitting in Miami is Robert 
Vesco's property and hat c 'rtain 

shares of stock. held in STY name ог 


of stock. пе. 
held by Vesco & Co. are re Robert "Vesco': 


property." (Emphasis. added). 
Vesco & Co., Inc., presently has pending before 
the Supreme Court of the United States a Petition for Writ 
| of Certiorari to review the judgment of the United States 


Court of Appeals for the Second Circuit, dated January 15, 


| 1974, which had affirmed the above-ment ioned Order of this 
| Court and sustained jurisaict ion сусг Vesco & Co., Inc. 

| in this proceeding. Vesco & Co., Inc. in no way waives 

} its objections to jurisdiction, service о! process, etc., 


but appears herein solely to protect its interests in these 


ongoing proceedings. 


- we Itm 


“ 
ae 
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ARGUMENT 
1 
POINT I 


THIS HEARING SHOULD BE ADJOURNFD UNTIL 
AFTER A DETERMINATION HAS BEEN MADE AS 
TO THE LIABILITY OF THE OTHER NAMED 
DEFENDANTS IN THIS ACTION. 


سس t t‏ سے 


Plaintiff has alleged in its Amendea Complaint that 
defendant, Robert L. Vesco, "has acted in concert with and has 
been aided and abetted" by twenty-five other named defendants in 
certain alleged fraudulent practices. Under such circumstances, 
when joint liability on the part o? a number of defendants is 
alleged, the correct and appropriate procedure for the Court 
to followwhen one defendant defaults is to consolidate the 
Fed. R. Civ. Proc. 55(b) (2) nearing required to assess the 
liability of the defaulting party with the trial against the non- 
defaulting parties. 6 Moore's Federal Practice, 655.06; Frow V. 
De La Vega, 15 Wall 552, 21 L. Ed. 60 (1872); Davis v. National , 
Mortgage Corp., 320 F.2d 90 (2d. ‘ir. 1963); Ferguson v. Bart^ls 
Brewing Co., 284 F.2d 855 (2d. Cir. 1960); 47 Am. Jur. 2d, Judgments, 
$1192 (1969). 

No clearer case could be imagined than tne within action 
in which this practice should be utilized. Ап alleged conspiracy 
to commit tortious conduct 15 а cla.sic example of potential joint 
liability [6 Moore's Federal Practice, $55.06; 1 Harper & James, 


The Law of Torts, $10.1, 10.2 (1956)], and this 15 precisel: what 


is alleged herein by plaintiff. 
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The consolidation of the hearing regarding the defaulting 


party with the trial of the other defendants is a matter of "sound 


judicial administration" (6 Moore's Federal Practice, 555.06). It 
not only insures that damages will be determined in an adversary 
hearing, but more important, it avoids duplication of effort by 
the Court. If any of the other numerous defendants in this action 
ге ultimately found liable to plaintiff for “aiding and abetting” 
defendant, Robert L. Vesco, much, if not all, of the evidence to 
be introduced at this “partial inquest" will have to be re-intro- 
"4 
duced again at а later date. This would prove to be a gross waste 
of time and money to both the Court and to counsel involved. 
Plaintiff has made no showing why it is imperative that such a 
hearing we held at this time, and this defendant respectfully 
urges this Court to exercise its sound discretion іп this area 
and adjourn this hearing until such time as all parties are in 
Court for the resolution of all pertinent issues in this case. 
Even if the Court is not disposed to grant the above 
application, Vesco & Co., Inc. reiterates the request made to the 
Court ir the letter of Laurence 5. Orloff, dated May 10, 1974, 
that this hearing at least be adjourned until there is a 
disposition by the Supreme Court of Vesco & Co., Inc.'s Pctition 
for a Writ of Certiorari, and additionally, that Vesco & Co., Inc. 


be permitted to conduct some pre-hearing discovery to determine 


what proofs plaintiff intends » present. 


? 


POINT II 


ASSUMING THAT THE COURT PERMITS THE HEARING TO 
CONTIMUE AT THIS TIME, DEFENDANT, VESCO & CO., 
INC., SHOULD BE ‘PERMITTED TO CONTEST THE 
LIABILITY OF DFFENDANT, ROBERT L. VESCO, AND 
IN ANY EVENT, IS ENTITLED TO FULLY PARTICIPATE 


IN ALL ASPECTS OF THIS HEARING. буй 


A. BECAUSE OF THE UNIQUE NATURE OF PLAINTIFF'S 
ALLEGATION THAT THIS DEFENDANT IS MERELY 
THE ALTER EGO OF ROBERT 1. VESCO, VESCO & CO., INC. 
SHOULL BE ENTITLED TO CONTEST ANY ASPECT OF THE 


LIABILITY ASSERTED AGAINST ROBERT Г. VESCO. 

The repeated allegations and insistence of plaintiff 
at 

that defendant, Vesco & Со., Inc., is a “corporate alter ego" 


or "shell", or otherwise identical with Robert L. Vesco, places this 


defendant, as a practical matter, in a position whereby any moncy 


judgment recovered by plaintiff ostencibly against Robert L. Vesco 


may well be magically transformed at some later date into a judgment 


against Vesco & Co., Inc. In fact, Mr. Camhy's statement before 


the Court on May 14, 1974 as.noted above, can only be interpreted 


to mean that not.only is sch а scenario a possibility, but that it 
is actually planned and contemplated by ICC. 

Under such circumstances, Уеьсо & Co., Inc. believes that 
it has shoice but to appear herein and fully participate at 


this hearing, although it ccntinues to vigorously dispute the 


accuracy and propriety of the contention and "finding" of alter eqo. 


Because of the nature of the alter ego allegations, 


Vesco & Co., Inc. contends that it must be afforded the right aot 
only to contest the amount of damages sought by plaintiff against 


Vesco, but also Vesco's alleged (liability as well. The position 


in which Vesco & Co,, Inc. now finds itself is analogous to the А 
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principal-surety area, and вреріҒіса11у, to the rights ¢ 


surety to contest the principal's liability if the principal has | 
defaulted. 


The rule is quite clear that a surety stands in the 


shoes of the principal, and that the surety generally has the 


right to raise any defense which the principal could assert. 


In Modern Brokerage Corp. Уу. Massachusetts Bond & Insurance боз». 


54 Е. Supp. 939 (S.D.N.Y. 1944), for example, plaintiff sued the 


defendant surety to recover on a performance bond for certain 


construction work. The surety, raised the defense that the plaintiff 


had refused to enter arbitration proceedings, despite the principal's 


demand, and accordingly, that the action should be stayed until - 


the principal's right to compel arbitration of disputes was 


given effect. 
Tne Court upheld the surety's position, and its right 


to raise that defense, which was in actuality a defense belonging 


to the principal, for the "natural limit of the obligation of the 


surety is to be found in the obligation of the principal." (54 


г. Supp. at p. 940). See also United States v. Continental 


Casualt Co., 214 F. Supp. 949 (р. P.R. 1963); Centraal Stikstof 


Verkoop,, N,V, у. Alabama State Docks Dept., 415 F.2d 452 (5th Cir. 


1969); Asociacion De Az. De Gua, v. United States National _ 


Bank of Oregon, 423 F.2d 638 (9th Cir. 1970). 
If ICC intends to impute both the purported liability 
of Robert L. Vesco in this action and any damages ultimately 


assessed against him as well to Vesco & Co., Inc., and to then 
( 
' 


-6- 
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attempt to execute against the,assets of Vesco & Co., Inc., then 


Vesco & Co., inc. should be permitted to contest any finding of 


liability, and to assert any defenses which Vesco himself could have 


raised to the allegations of the complaint. 

Vesco & Co., Inc. is in the same position herein as a 
surety, and is thus able to plead any defense available to the 
principal. To rule otherwise would be to permit ICC to have its 
cake and eat it too, for they would attempt to impute a judgment 
against Vesco & Co., Inc. without ever having to prove the 
allegations on which the judgment is based. 

Yet another example of an analogous situation supporting 
Vesco & Co., Inc.'s position herein can be found in United States 
v. Borchardt, 470 F.2d 257 (7th Cir. 1972). The Government 
sought in that case to foreclose a federal tax lien on certain 
property owned presently by defendant, Borchardt, but previously 
by defendant, Mensik. Borchardt asserted the defense that the 
statute of limitations had run, and that certain waivers of 
limitation purportedly signed by Mensik were in fact fraudulent. 
Mensik defaulted, however, and the United States asserted that 
Borchardt could no longer allege defenses "throrjh" the defaulting 
party. 

The Court raiosted the Government's - .ition, and stated 
that Borchardt, as the grantee of the propert, question, could 
assert the above-mentioned defenses, despite the fact that Mensik 
herself had defaulted. сог 


also Hawkeye-Security Ins. Co. v. 
Schulte, 302 F.2d 174 (7th Cir. 1962). 
4 


d 


5 
ж 


Legal Memorandum 


| 
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! 
| 


Thus, Vesco & Co., Inc. is not merely in the position 
E 

of a corporation which may or may not hold property belonging to а 
judgment debtor. It is a named party against whom a conspiracy 
to commit fraud is alleged, as well as tho charges of alter ego. 
Both as a matter of sound judicial discretion and of procedural 
due process rights, Vesco & Co., Inc. is entitled to appear at this 
hearing and contest not only damages, but the purported liability 


of defendant, Robert L. Vesco, as well. 


` 
$ 
/ 


----. 


* 
3 


В. ІМ АМҮ ЕУЕМТ, УЕ5СО 8 СО., ІКС. 
IS CLEARLY ENTITLED ТО FULLY 
PARTICIPATE IN THIS HEARING ON 
THE ISSUE OF DAMACFS. 


Because of the various allegations and "findings", 
as described above, that Vesco & Co., Inc. is an alter ego 
and "shell" for Robert L. Vesco, as well as because of 
I.C.C.'s expressed intention to attempt to execute on the 
assets of Vesco & Co., Inc. to satisfy any judgment against 
Robert L. Vesco, this defendant is clearly entitled to 
appear and fully participate іп а11 aspects of any hearing 
on damages, regardless of the Court's decision on the 
issues raised in subsection A above. If Т.С.С. wishes to 
place Vesco & Co., Inc. "in the shoes" of Robert L. Vesco, 
it must be prepared to permit Vesco & Co., Inc. the right 
normally accorded any defaulting рагу to participate in 
the hearing under Fed. R. Civ. Proc. 55 (b) (2). 

rt is absolutely clear that such participation 
includes the right to present evidence and affirmative 


'Stimony .egarding the issue of damages, as well as to 


^r^55-exzamine and contest any evidence introduced by 
plaintiff. see Peitzman v. City of Illmo, 141 F.2d 956, 
962 (8% іг. 1944), where the Court stated: 
"On a hearing on the question of damages, 
urder Rule 55 (b) a defendant, though in 


deiault, is in court on a hearing limited 
to the question of the amount of damages, 8 


{ 
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to the same extent that he is in court 
" 


in a trial on the merits... 


See also Wilbur v. Arkuszewski, 52 F.R.D. 291 (E.D. Tenn. 


This procedure was followed by the Second 


Circuit in Trans World Airlines, Inc. v. Hughes, 449 r.2d 


5% 


61 (24 Cir. 1971). The affirmative proofs submitted ry 


Toolco in that case were permitted to be used for “лс 


purpose of disproving or mitigating damages Judge 


Metzner had previously approved Toolco's full par cipation 


in the hearing under Pod. ® бам. PLC 539 (b) (2) in 


Trans World Airlines, Inc. v. Hughes, 32 FORI 604 (S.D. 


N.Y. 1963), citing Peitzinan v. City of 1llmo, supra. 
Thus, regardless of all other considerations, 
if the Court decides to proceca with this hearing at this "n 


time, defendant, Vesco & Co., :nc., should and must fully 


participate in all aspec*s of this "partial inquest" as 


to damages. 


CONCLUSTON 


For the reasons stated above, defendant, Vesco 
& Co., Inc., urges the Court to adjourn this hearing until 
such time as a determination has been made on the liability 
of the other named defendants in this action. If the 
Court decides to continue the hearing at this time, 
& Co., Inc. respectfully contends that it is entitled to 
fully participate not only on the issue of damages, but 


on the question of Robert L. Vesco's liability as well. 


Respectfully submitted, 


BANNOCH, WEISMAN, STERN & BESSER 
Attorneys for Defendant, Vesco & 
Сөз, INC: 


$) 


Ву _:-, A LR Жады 
Laurence B. Orloff Б E 
A Partner ыз 


-апа- 


Of Counsel: ARUM, FRIEDMAN & KATZ 
Laurence B. Orloff 


On the Brief: 
Gary S. Freedman 


DATED: May 21, 1974 
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PR’.-HEARING 
М. MORANDUM 


Preliminary Statement 


On October 9, 1973 a judgment by default was entered 
against Robert L. Vesco (the "Judgment"). This memorandum is 
submitted on behalf of plaintiff International Controls Corp. 
("ТСС") in connection with the hearing to be held in order 
to make a partial determination of the damages suffered by ICC 
by reason of the wrongdoings alleged in the complaint. The 
damages ICC intends to prove, in the amount of $2,178,354.93 
all arose by reason of amounts paid by ICC in connection with 


Vesco's use of a certain Boeing 707 aircraft. 


Legal Memorandum 


726a 


The Complaint 


Although ICC has served an amended complaint action, 
the Judgment against Vesco was entered on the original com- 
plaint filed on June 7, 1973. As reflected in the Judgment, 
Vesco was served with the summons and complaint on July 30, 


1973. 


The damages ICC intends to prove at the hearing were 
suffered by reason of the matters alleged in Ccunts Two, 
Three and Four of the complaint. More specifically, it is 
alleged that a certain dividend in kind of all of the out- 
standing shares of Fairfield General Corporation ("Fairfield 
General"), then a wholly-owned subsidiary of ICC, was declared 
in furtherance of Vesco's scheme to c tain control of IOS and 
its assets and of other assets of ICC, independent of ICC and 
at ICC's expense, which scheme is described in detail in 
Count One of the complaint, the allegation of Count One being 
repeated and realleged in Count Two (Complaint, 114 19-21). 

In particular, it is alleged that Vesco and others agreed 


that they would use the dividend in kind as a means to acquire 


- for their own personal use various assets of ICC, ultimately 


‚я> 
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to include a Boeing 707 airplane (Complaint, 1 21). 


Thus, it is al -;ed that Vesco caused Skyways 
Leasing Corporation ("Skyways"), a wholly-owned subsidiary 
of Fairfield Aviation Corporation ("Fairfield Aviation") 
which was in turn a wholly-owned subsidiary of ICC, to 
purchase a Boeing 707 airplane in June of 1971. Та con- 
nection with this purchase ICC advanced Skyways $343,750 


(Complaint, 4 23). 


It is then alleged that Vesco caused ICC to lease 
the 707 to ICC under a five-year lease pursuant to which 
ICC would pay Skyways $100,000 for each of the .ast 3 months 
of 1971, $83,000 per month during 1972 and $47,000 per month 
duriag tne years 1973 through 1976 (Complaint, 1 24); that 
Vesco failed to disclose the full term of the lease and its 
unfairness to ICC and the lavish renovation made to the 707 
to ICC's Board of Directors and its shareholders and failed 


to disclose that the lease was merely a device by which 


Vesco would force ICC to pay for an airplane (and its operation 


and maintenance) which was for his own personal use and that 
the 707 was not necessary to ICC's business and was not in- 


tended to be used in such business (Complaint, 4 26); and 
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that Vesco deceived ICC and its directors and stockholders 
into continuing to make payments under the lease by false- 
ly representing to Icc that its use of the 707 would not 
cost ICC any money in that ICC would be reimbursed for 
Vesco's use of the airplane (Complaint, 4 27): chat by late 
1972 ICC had incurred expenses in connection with the 707 
amounting to more than $500,000 but had been reimbursed for 
less than 25% of that amount (Complaint, 4 27); and that 
Уезсо repeatedly refused to obtain such reimbursement 
(Complaint, 1 27). By son ОҒ the above allegation, ап 


accounting is demanded. 


It is 21s: alleged in Count Three that the above 
descirbed activities constituted seif-dealing by Vesco and 
the use by him of assets of ICC for his own personal benefit, 
in breach of his fiduciary du-y as an officer and director 
of ICC and, in Count Four that the lease of the 707 was not 
necessary or proper to ICC's business, fulfilled no proper 
corporate purpose and, therefore, constituted a waste and 


diversion of corporate assets, for which an accounting is 


also demanded. 
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The Judgment 


The Judgment, in addition to granting certain in- 
junctive relief against Vesco adjudged that Vesco account 
to ICC for all injvry sustained by it by reason of the acts 
alleged in the complaint and adjudged Vesco liable to ICC 
for all the loss, damage, cost and expense suffered by it 
by reason of the acts alleged in the complaint, said loss, 
damag +, cost and expense to be determined by the court upon 
a hearing, to be held on a day Jesignated by ICC upon its 


giving Vesco 10 days notice of such hearing. 


On April 29, 1974 ICC served upon Vesco, as required 
by, and in accordance with, the Judgment, a Notice of Partiai 
Inquest, informing hin that a hearing to make a partial 
determination of ICC damages would be held on May 14, 1974 


at 4:00 P.M. 


The Law Applicable to the Hearing 


Rule 55(b) (2) of the Federal Rules of Civil Procedure 
provides in relevant part: 
"If, in order to enable the court to 


enter judgment or to carry it into 
effec., it is necessary to take an 
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account or to determine the amount 

.of damages or to establish the truth 
of any averment by evidence or to make 
an investigation of any other matter, 
the court may conduct such hearings 

. . . аз it deems necessary and prop- 


However, it is firmly established that the purpose 
of the hearing provided for in Rule 55(b) (2) is not to 


determine the question of liatility. As Judge Metzner 


observed in Irans World Airline, Inc. v. Hughes, 38 F.R.D. 
499 (S.D.N.Y 1965): 


"Liability is not an issue for the Special 

. Master* except in a very limited sense. 
The sufficiency of the complaint has al- 
ready been established by the denial of 
defendant's motion to dismiss. 214 F. 
Supp. 106 (S.D.N.Y. 1963), aff'd., 332 
Р. 24 602 (2d Cir. 1964), writ of cert. 
dismissed, 380 U.S. 248, 85 S. Ct. 934, 
13 L. Ed. 2d 817 (1965). By virtue of 
the default the defendant has admitted 
the truth of the well-pleaded allega- 
tions of the complaint. Thomson v. 
Wooster, 114 U.S. 104, 5 5. СЕ. 768, 29 
L. Ed. 105 (1885)." (38 F.F.D. at 501) 


The Court of Appeals in a subsequent appeal in the 
Trans World Airline case (449 Ғ. 2d 51 [2nd Cir. 1971] rev. 


on other grounds 409 U.S. 363 (19731) referred with ар- 


proval to the above quoted passage of Judge Metzner's 


¥-In the Trans World Airline's case, Judge Metzner had re- 
ferred the matter to a Speciai Master for the рогрозе of 
determining damages. 
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opinion and went on to state, in connection with the attempt 
by the defendant there to introduce evidence on the liability 


question at the damage hearing: 


"Toolco now attempts ‘to hoist Judge Metzner 

by his own petard in directing our attention 

. . . to certain ‘material in the file of the 
case' introduced by Toolco during the hearing 
on damages which according to Toolco has not 
been 'controverted' by TWA. But this argument 
stands the matter on its head and implies that 
it was TWA's responsibility to defend the al- 
legations of its complaint by rebutting adverse 
matter introduced by Toolco in the damage hear- 


ing. ТМА had no obligation to introduce any 
evidence whatever in support o e allegations 
of its complaint. Matter in*roduced by Toolco 
to disprove or mitigate damages which only tends 
to contradict the allegations of the complaint 
has no legal effect except as it bears on the 
question of damages unless it could not con- 
ceivably have been refuted and disproved by 

TWA had there been a trial and thus is 'in- 
disputable.' It would usher in a new era in 
the dynamics of litigation if a party could 
suffer a default judgment to be entered against 
it and then go about its business as if the 
judgment did not exist and as though, despite 
the opportunities to comply with the court's 
orders and to defend on the merits which had 
been ignored, the slate was wiped clean and a 
new day had dawned. To state the proposition 
is to expose the folly of it. 


The applicable principles are clearly im- 

plied from Thomson v. Wooster, supra, where 

the court held that defendants who nad defaulted 
in a patent infringement suit would not be per- 
mitted to show that the patent sued upon was 
invalid. . . . We are instructed by Wooster that 
so long as the facts as painted by the complaint 
‘sient © * * have been the case' they may not 


now be successfully controverted by Toolco. There 
-7- 
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was a time for that and Toolco cannot elect 
to default and then defend on the merits. It 
cannot have its cake and eat it too. . . TWA 
need not introduce any facts whatever in Sup” 
port of its complaint. Judgment has already 
been entered in its favor on a complaint held 
on the earlier арреа` to this court to state 
` а sufficient claim. Only damages remained to 
be determined." (449 F. 2d at 63-64; emphasis 


added 


See Brown v. Kenron Aluminum & Glass Corp., 477 F. 2d 526 


(8th Cir. 1973) wbere the court held: 


"A judgment by default is as conclusive an 
adjudication of the issues for purposes of 
res judicata as a judgment rendered after 


a trial on e meriis.  Riehle v. Margolies, 
279 0.8. 218, 225 (1929). The allegations 
of the complaint, in effect, become findings 
of fact. "(477 F. 2d at 531; emphasis added] 
From the foregoing, it is clear that ICC is not re- 
quired to offer any proof at the hearing in support of the 
allegations of the complaint. Such allegations are, by 


reason of Vesco's default, deemed admit ей and аге "in 


effect . . . findings of fact." 


The Damages to Be Proved 


EA As previously indicated, the damages ICC will prove 
at this time 11 relate to amounts paid by it in connection 
with the purchase and use by Veeco of the Boeing 707. With 
the exception of $343,750 advanced by ICC i» connection with 
the purchase of the 707 in June of 1971, these dana128, 
which total $2,178,354.93 are all a result of emovnis paid 
by ICC in 1972 and the early part of 1973. It will be shown 


that ICC has not been reimbursed for any of these expeaditures*. 


Annexed hereto is a schedule which was prepared by 
Robert Ost, ICC's controller. Mr. Ost, who vas ICC's assistant 
controller in 1971, with the responsibility for processing 
all invoices received by ICC and seeing that appropriate en- 


tries were made on ICC's books will be ICC's witness at the 


hearing. In addition to providing a foundation for the 
receipt into evidence of the annexed schedule, Mr. Ost 
will alse authenticate numerous invoices and other books and 


records «f ICC which provide the back-up for the annexed 


schedule. 


a nl 


* ICC was in fact reimbursed for expenditures incurred in 
connection with Vesco's use of the 707 curing 1971. 
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Conclusion 


Upon completion of the partial inquest, ICC will 
request the Court to enter judgment amending the Final 
Judgment, and awarding ICC judgment against Robert L. 
Vesco in the amount of $2,178,354.93 but retaining those 
portions of the Final Judgment calling for a hearing on 
the question of damages so as to permit ICC to prove 


additional damages agzinsi Vesco. 


Respectfully submitted, 


$"EA GOULD CLIMENKO ё KRAMER 
Actorneys for Plaintiff 

330 Madison Avenue 

New York, New York 10017 
Tel.: (212) 661-3200 
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7:4 : - 
pk › TRANSCRIPT OF PROCEEDINGS BEFORE 
NUNT, JUDGE CHARLES E. STEWART, 
care i DATED MAY 22, 1974 
pate? 
127721 * Betore: 
$15755 * 
бер ae HON. CHARLES Е. STEWART, JR., 
KUR ә District Judge 
M EE New York, New York 
7322749 
„` Мау 22 1974—10:20 a.m. 
"i APPEARANCES: 
vr colle 
; i.i ю S SHEA, GOULD, CLIMENKO & KRAMER, Esqs. 
س‎ к Attorneys for Plaintiff 
T DANIEL L. CARROLL, Esq. 
а i JOHN GRIMES, Esq. 
х pt of Counsel 
ame Tae HANNOCH, WEISMAN, STERN & BESSER, Esqs. 
t» Attorneys for Vesco & Co., Inc. 
» LAURENCE В. ORLOFF, Esq. 
rin GARY S. FREEDMAN, Esq. 
қа” of Counsel 


(2) THE COURT: Good morning. 

Yes, Mr. Carrc'l. 

MR. CARROLL: We call Mr. Ost to the stand. 

THE COURT: Now, before we proceed, we ought to 
deal with the application of Vesco & Co., Inc. 


MR. ORLOFF: If I may, your Honor, we delivered 
rather late yesterday to your Honor a brief which I hope 
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amplifies and clarifies our position and I would like to 
reiterate the request that 1 made to your Honor by letter, 
I believe on May 10th, asking, №. 1—1 realize this has 
already started, but it hasn't gone too far yet—that this 
matter be adjourned. 


As pointed out in our brief, it is not only for the reason, 
although 1 repeat the reason— 


THE COURT: I am not going to adjourn the hearing. 
It seems to me the important question is whether you are 
entitled to participate. 

MR. ORLOFF: If your Honor, please, I simply want 
the record to reflect the request and, if I may, the reasons. 


The reasons have to do not only with Vesco & Company s 
position here, but its position as a co-defendant, alleged 
co-conspirator, and the positions of the other alleged mem- 
bers of the conspirac;’ 


THE COURT: I don't think you need to go on at (3) 
great length. 1 have read your memorandum. 


Mr. Carroll, my problem is that I have indicated and 
the Second Circuit has indicated they agree with me that 
Vesco & Co., Inc. is an alter ego of Vesco. Why shouldn't 
they participate? 

ME. CARROLL: Well, your Honor, 1 dont believe 
thev have standing to participate in this particular pro- 
ceeding, as we pointed out in a letter to your Honor. 

I think that there has never been any ascertion by the 
plaintiff here that Vesco & Co. actively participated in the 
wrongdoings that are set forth in the complaint. 

The entire basis for the alter ego theory was based on 
the Manor Nursing Home case as being the transferee of 


assets. 
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At some point in the future— 

THE COURT: You may want to reach Vesco & Co., 
Inc. 

MR. CARROLL: The assets of Vesco & Co., Inc., yes, 
we concede that. 

THE COURT: Why shouldn't they be heard? 

MR. CARROLL: Just because we have a judgment— 

THE COURT: Am I right in this or wrong in this? I 
think all you are saying is that at this point perhaps tech- 
nically they have no standing and later on they may at (4) 
which point I guess they clearly will have standing if you 
are trying to reach some of their money. 


MR. CARROLL: That is right. 


THE COURT: We are talking about money now. 
Why not hear them now instead of later? 


MR. CARROLL: Well, your Honor, if I was confident 
that hearing them now would preclude any issue being 
raised in the future, then 1 would have no problem with it, 
but I am sure when we go after Vesco & Co. stock, if we 
do— 


THE COURT: Preclude what issue? 


MR. CARROLL: Any issue that we are entitled to 
force a judgment that may be obtained here against the 
stock. I believe— 


THE COURT: It seems to me they are conceding that. 


MR. ORLOFF: No, we are not, your Honor. I want 
to make that very clear. We are not conceding that at all. 


What we are saying is that— 


THE COURT: What you are saying, I take it, is that 
you don't concede anything, but in the event that it is later 
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found that you are liable, you would like to be heard now. 
Isn't that about it? 

MR. ORLOFF: No, what I am saying, to be precise, 
(5) your Honor, is if we are to be found liable later as 


being the alter ego, because ^: ' understand it, that has 
been a preliminary finding, if у. are to be found liable as 
being the alter ego, we should xot be saddled with a prion 


damage judgment that we never had an opportunity to 
defend against. 

It really comes back to my argument that the whole 
thing ought to be put off until a determination is made, 
not only as to our liability or non-liability, but the cther 


defend... ;. 


THE COURT: Of course, it is a preliminary determin- 
ation, but I think we are all entitled to assume at this point 
that it is a little bit more than preliminary. 


MR. ORLOFF: Well, I am not impractical— 


THE COURT: It does seem to me that your partici- 
pation in this hearing—I certainly am willing to have you 
participate and I think perhaps you should—but ! think 
your participation indicates something about your view on 
the question of whether or not your client is liable. 


MR. ORLOFF: И that is the way your Honor con- 
strues it, then I don't want to be in that position quite 
honestly. 

THE COURT: I dont see any other point in your 
being here. 


(6) MR. ORLOFF: The point in my being here, your 
Honor, is that otherwise I am being forced to play a kind 
of Russian roulette. Гат being forced later on to litigate 
the question as to whether or not—to litigate the filing in 
plenary fashion whether or not we are an alter ego. 
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If I lose that qv^stion presumably [ am then saddled 
with whatever damages, if any, your Honor finds at this 
hearing without ever having a chance to be heard on it. 


THE COURT: I don't think tl.:t is a realistic view of 
this. I assume that bv participation, you want to have the 
right to cross-examine. I assume that vou will cross-exam- 
ine on matters that vou conceive are reievant to your posi- 
tion and if your cross-examining on matters that are rele- 
vant, and, of course, you cannot cross-examine on anything 
else, I just don't follow your train of thought. 


If it is relevant, it is because your client may very likeiy 
be involved. 


MR. ORLOFF: It is becaus> my client fears or is ap- 
prehensive or anticipates, in view of what has happened 
to date in this case, a possible finding by this Court, after 
hearing all the evidence, as to alter ego, but I should think, 
your Honor, that by participating at this (7) stage and 
trying to anticipate we should in no way be held to con- 
cede or waive our position in any way, shape or form. 

I would be very happy, your Honor— 

THE COURT: I can go along with that in terms of a 
technical reservation that your participation does not for all 
time foreclose you, but it does seem to me that just as a 
practical matter, that there is no real reason for you to be 
here unless you have got a problem. 


MR. ORLOFF: Let me once again, your Honor, try to 
phrase the problem as simply as I can. 


THE COURT: I understand how you phrase it. You 
say we may have a problem and I am fearful that we may, 
and, therefore, I want to protect ту position. 


But the point is, it seems to me, that your problem is 
more than just a speculative problem, in which case you 
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wouldn't be here at all. It is because you really feel, I 
think quite properly, that vou may very much be involved. 

I am not going to say at this point that just because I 
give you the right to participate that you are inextricably 
entwined in this proceeding, but I do think you ought to 
recognize that every question you ask on cross-examination 
is very likely to inextricably ine you (8) a little bit 
more. 

You cannot ask a question without showing your interest 
and if you want to proceed that way, that is fine with me. 

MR. ORLOFF: Your Honor, I have to ve interested 
because the plaintiff claims, makes us a co-defendant in 
this case, and it claims that-Mr. Camhy stood here last 
week—we quoted from it in our brief—and claims that if 
he gets a judgment against Robert Vesco, he is going to 
attempt to execute against Vesco & Co. 

MR. CARROLL. That has never been a secret. 


MR. ORLOFF: It is not a question of whether it was 
a secret. If I knew and if I had assurance that down the 
line at sume poir Vesco & Co. would have an opportunity 
to defend itself on all counts, including damages, 1 
wouldn't be here at this point and I have the feeling that 
this is the only opportunity I am going to have to be heard 
on damages. 


If I am wrong about that, yov Honor, then, please, I 
don't want to be in the position of having to make a Hob- 
son s choice here. 

If all they want to do is proceed against Robert Vesco 
and start all over again against Vesco & Co., that is okay 
with me, but I don't think that is wnat they have (9) in 
mind. 

THE COURT: №, I am sure it isnt. I don't think 
‘hat is what I had in mind. I don't think that is what the 
Court of Appeals had in mind. 
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MR. ORLOFF: As I say, I read the Court of Appeals’ 
opinion, in effect affirming your Honor, as saying that on 
the record then before the Court, we all acknowledge there 
was no evidentiary hearing. 1 think an evidentiary hear- 
ing will establish that Vesco & Co. is not the alter ego. 
Maybe that should be held first. 


THE COURT: You ask for an adjournment. 
What do you want to do during the adjourned period? 


MR. ORLOFF: I want to prepare mvself more fully to 
anticipate, combat, analyze and prepare а defense to the 


evidence that Mr. Carroll is putting in. 


THE COURT: I understand that vou may need time. 
Why don't we hear Mr. Corrol!’s evidence and if you need 
time, I will give it to you. 


MR. ORLOFF: I think I have made enough state- 
ments, your Honor, to preserve our position on the record. 
It is not technical, believe me. see our position as being 
one where if we are to defend on damages, we have got to 
do it now. 


THE COURT: I take it your position is that (10) 
Vesco & Co., Inc. is not only technically separate from 
Robert L. Vesco, but in fact substanially in substance is 
different. Is that your point? 


MR. ORLOFF: Yes, sir. I think it is a separate entity. 
I think а -ui hearing would show it was formed under 
conditions having nothing to do with what is alleged in 
this complaint, 


THE CORT: I think there may be reasons to believe 
that you ought to have that (ull hearing. I would like to 
proceed this morning and I dont intend to require you to 
take positions today that you have not thought ^ut and 
that you are not prepared to take because you * гуе not 
developed a record. 
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It seems to me we ought to proceed this morning and 
certainly 1 will give you full opportunity to be heard. 


I don't mean to suggest—I do mean to suggest, but I 
don't mean to reach any conclusion that by permitting you 
to participate at this stage that I have made up my mind 
in any respect as to the ultimate question of whether or 
not your client can be subjected to liability. 


I would like to indicate, as I have already done, that 1 
think your participation in this hearing may not help your 
position on that matter. 


(11) MR. ORLOFF: Well, I will submit to your 
Honor now and at the appropr ate time whether this be- 
comes an issue that our participation or non-paiticipauun 
should not be legally relevant in any way, shape or form. 


THE COURT: think that is à question we can 
debate. 


MR. ORLOFF: Мау I respectfully ask your Honor 
this: I take it your Honor is inclined to agree with the 
plaintiffs position, as 1 understand it, that if Vesco & Co. 
were not to appear here at this point, that there would not 
be a new damage hearing such we are now holding with 
respect to Vesco & Co.? 


THE COURT: I don't know about that. 


MR. CARROLL: Your Honor, let me just comment on 
that. 


Mr. Orloffs entire position appears to be preinised on 
the assumption that he has a right or Vesco & Co. has a 
right to participate in these damage hearings. 

We are seeking а: {отеп here against Robert L. Vesco, 
not against Vesco & ( ‹ 

After we get a judgment, if we do get a judgment, in а 
liquidated amount. we will attempt to enforce that judg- 
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ment against assets held by Vesco & Co. as the assets held 
by a judgment debtor. 


(12) I don't believe Vesco & Co. has any right to partici- 
pate. 


I might note that it is our intention, if Mr. Orloff does 
participate in this proceeding, to seek a finding from your 
Honor—if there is an appropriate basis for such а finding— 
that Mr. Vesco participated in this proceeding ti ough Mr. 
Orloff, since Mr. Vesco is the only person whe оша have 
a right to participate since the default judgricat is being 
sought against him. 


THE COURT: That is what I have been trying to say 
to Mr. Orloff. That if he participates it may be that he 
prejudices his position that Vesco & Co., Inc. is different 
from Robert L. Vesco. 


1 think he understands what I have said. If he wants tc 
participate, I am going to give him the right to participate, 
not because I am wholly convinced that technically he has 
an absolute right, but, on the other hand, I think in the 
interests of fairness, in light of what has been said by а 
couple of courts already about the relationship between 
Vesco and Vesco & Co., Inc., that he is entitled to be here. 


If he w: its to be here and wants to accept the possible 
consequences, І welcome him. 

All right. 

(13) MR. ORLOFF: There is no sense repeating. 1 
would only say this, Mr. Carroll's statement that they are 
seeking a judgment against Robert L. Vesco and not Vesco 
& Со. points up ine very problem and belies what they are 
saying in the next breath and that is that Vesco & Co. is 
just the alter ego. 


ТНЕ COURT: I don't think it does that at all. 


746a 


MR. ORLOFF: We cited to your Honor cases involv- 
ing principal surety. 1 don't suggest Vesco & Co. is a 
surety, but if the principal is liable, the surety should at 
least have the right to defend against the principal's lia- 
bility if the principal is in deiault. 

THE COURT: Mr. Orloff, those cases don t, frankly 
tell me very much. 1 don't taink that is our problem. 1 
think we have a different question here. 

Maybe not wholly different, but I think the problem 
here is a little different. Frankly, I tried to indicate this 
in the past and I think I may have, perhaps not clearly 
enough: my notion is that your client is really a depository 
for Robert L. Vesco. This is just a notion I have. 

Of course, you are entitled to offer proof on this and I 
will want to hear proof on this. 1 have a notion that you 
may have a difficult time. 

(14) MR. ORLOFF: Since your Honor has heard no 
evidence, simply affidavits on that issue at this point, I 
would respectfully hope and submit that your Honor will 
approach that with the fullest open view. 

THE COURT: Of course I will. Of course 1 will, Mr. 
Orloff, but like everybody else, I am influenced by what I 
have heard before. 


MR. ORLOFF: I don't know that your Honor has 
heard anything before on this particular issue and this par- 
ticular company. 

THE COURT: Yes,I have. 

MR. ORLOFF: Other than what was filed by way of 
affidavit. 

THE COURT: At least I have heard that and I have 
also heard testimony in the SEC case. 


MR. ORLOFF: We were not in that case. 


E 


747a 


THE COURT: Of course vou werent and that is why 
Гат trying to make it as clear as 1 can that you have a 
right to be heard on this and present whatever proot and 
evidence that you wish to do and I assure you I will keep 
my mind as open as it is possible for a human being to do 


MR. ORLOFF: May 1 ask your Honor was there evi- 
de e in the SEC case as to Vesco & Co., In itself? 

(15) THE COURT: There was evidence in the SEC 
case as to the relationship between Vesco and—what's her 
name? 

MR. CARROLL: Shirley Bailey the secretary. 

THE COURT: Yes. I cannot overlook the fact that 
she is involved in Vesco & Co., Inc. 

MR. ORLOFF: We stipulated that. 

THE COURT: Of course, you would have to. 

I think all I am doing right now, Mr. Orloff, is talking 
about procedural, possibly even only evidentiary problems. 

] am not going to reach апу conclusion this morning, 
obviously, on whether or not Vesco & Co., Inc. is respon- 
sible for whatever judgment is entered against Robert L. 
Vesco. 

All I have been trying to do for the last fifteen minutes 
is to let you know what my thinking 15. 

МВ. ORLOFF: I think 1 understood your Honor 5 
thinking from the original findings of fact on the prelimin- 
ary injunction and I am sure that your Hono will give us 
an opportunity at such time as you deem it appropriate to 
wesent oral and documentary еу idence on this issue. 

THE COURT: ! think it probably ought to be sooner 
rather than later. 
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(16) МВ. ORLOF: 1 will await your Honor s decision 
on that. 


THE COURT: Let's talk about that later todas when 
we finish here because it is obv iously important. 

I will permit Mr. Orloff to participate in this proceeding 
and this is without anv prejudice at all to the right to assert 
whatever arguments or positions he wants to with respect 
to his client. 

What I have said in the last 15 or 20 minutes was onh 
intended to indicate to both of vou what my very tentative 
thinking is and not to indicate that I have made up mv 
mind. 

I will give Mr. Orloff full opportunity to represent his 
client and to present whatever evidence he feels is appro- 
priate. 

MR. CARROLL: Your Honor, just for clarification's 
sake for the record, | would like to indicate that you did 
offer at one point to Mr. Orloff the evidentiary hearing that 


he has been discussing. 
THE COURT: Там still offering it. 
MR. CARROLL: Yes. 
MR. ORLOFF: That was only in connection with the 


preliminary injunction. 


THE COURT: Yes. Let's go ahead, Мг. Carroll. 
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Notice of Entry of two orders, service by intervenor 
of amended intervenor complaint and order as to 
service thereof, dated June 6, 1974. 
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Notice 755a 
UNITED £°ATHS DISTRICT COURT 


SOUTHEF > STRICT OF NEW YORK 


— ~ - э +» э we «о «в o ж fF ао —————— o «ы х 
INTER’ ATTONAL CONTROLS CORP., 73 Civ. 2518 (CES) 
Plaintiff, 
: 
~against - NOTICE OF ENTRY 


ROBERT L. VESCO, et. al., 


PLEASE TAKE WOTICE that annexed hereto are copies 
of two orders which were, respectively, duly filed апа 
entered in the office of the Clerk of the above named 
Court on Мау 21, 1974 and May 28, 1974. 


Jated: New York, New York 
June 6, 1974 


Yours, etc. 


CARTER, LEDYARD & MILBURN 


Attorneys for John K. Schemmer, 
Receiver 

2 Wall Street 

New York, New York 10005 

(212) 732-3200 


TO: АП) (DUNSEL ON ANNEXED LIST 


Notice 756a 
David M. Butowsky, Esq. 
230 Park Avenue 

New York, New York 10017 


Shea, Gould, Climenko & Kramer 
330 Madison Avenue 
New York, New York 10017 


Shanley & Fisbhe 
570 Broad Street 
Newark, New Jersey 07102 


Hannoch, Weisman, Stern & Besser 
744 Broad Street 
Newark, Бем Jersey “07102 


Dornbush, Mensch, Mandelstam & 
Schwartz 

22 East 40th Street 

New York, New York 10016 

Aranow, Brodsky, Bohlinger, Einhorn 
& Dann 

469 Fifth Avenue 

New York, Hew York 10017 


Sullivan & Cromwell 
48 Wall Street 
New York, Жем York “10005 


Christy, Frey & Christy 
45 Rockefeller Plaza 
New York, Чем York 10020 


Wachtell, Lipton, Bosen & Katz 
299 Park Avenue 
New York, Wew York 10017 


Notice 757a 
* UGITED STATE ; DISTRICT COURT 


‘SOUTHERN DI! .RICT OF NEW YORK 


——————— x 
| INTERNATIONAL CONTROLS CORP., 73 Civ. 2518 (CES) 
Plaintiff, | 
| -against- | ORDER 
ROBERT X. VESCO, et al., 
Defendants. 
а АЦ SNP аа MCN ы 


Upon the affidavit of Bernard Cedarbaum, sworn to | 
May 17, 1974, upon all the pleadings and proceedings 
heretofore had herein, and p'rsuant to Rule 4(e) and 4(i) of 


the Federal Rules of Civil Procedure, it is 


ORDERED that a summons and the intervenor complaint! 


of John K. Schemmer, Receiver, shall be served upon 
defendaxts Robert L. Vesco, Norman LeBlanc and Richard E. 
Clay (iD by personal service in the Bahamas by Fred Seymour, 
Deputy Zrovost Marshal of the Bahamas, or any other person 
- may be lawfully designated by Salatiel Thompson, the 
Provost Marshal of the Bahamas or (ii) by registered mail, 


return raceipt requested, at their respective addresses 


| shown below: 


Robert L. Vesco 
170 Denville Road 
Boonton Townshíp, New Jersey 0,405 


Brace Ridge Road 
(1 Nassau, Wew Providence Island 
Bahamas 


| Robert L. Vesco 


Norman LeBlanc 
La Guardia Moravia 
San Ja © osta ` 


Notice 


and thant: either such service shall be valid service of the 


summcnz and intervenor complaint upon said defendants; and 
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Richard Е. Clay 
Claremont Road 
Bernardsville, New Jersey 07924 


it is further 


ORDERED that amy attorney associated with the firm 
of Carter, Ledyard & Milburn, attorneys for the receiver, is 


autherized to serve the papers by registered mail, return 


receipt requested, as aforesaid; and it is further 


ORDERED that a summons and the 


of Jahn K. Schemmer, Receiver, shall be served upon 


defendants Global Holdings Ltd., Global Financial Lcd., 


Value Capital Ltd., International Bancorp, Bahamas 


Commenwealth Bank and Columbus Trust Company, Limited (i) in 


the Bahamas bv глу method authorized by Bahamian law, 


such service 


to be made by Fred Seymour, Deputy Provost 


Marsüal of the Bahamas, or any other person that may be 


lawfully designated by Salatiel Thompson, the Provost 


Marsiial of the Bahamas, or (ii) by registered mail, 


retuxn receipt requested, at their respective addresses 


shown. below: 


Global Holdings Ltd. 

Charlotte House 

Shirley Street and Charlotte Street 
Nassau, New Providence Island 

Ва’ amas 


Global Financial Ltd. 

Charlotte House 

Shirley Street and Charlotte Street 
Nassau, New Providence Island 
Bahamas 


intervenor complaint 


| 
| 
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Тай де Capital Ltd. 

Carlotte House 
| S\tirley Street and Charlotte Street 
| j.wssau, New Providence Island 
mhamas 
| 
| 


International Bancorp 

Charlotte House 

Shirley Street and Charlotte Street 
Nassau, New Providence Island 
Bahamas 


Charlotte House 

Shirley Street and Charlotte Street 
Nassau, New Providence Island 
Bahamas 


Columbus Trust Company, Limited 


| Bahamas Commonwealth Bank 
| 

| 

| Beaumont House 


Bay Street 

P.O. Box N3224 3 

Nassau, New Providence Island 

Bahamas 
and that either such service shall be valid service of the 
summons aad intervenor complaint upon said defendants; 


| and it is further 

| @RDERED that any attorney associated with the 
firm of Carter, Ledyard & Milburn, attorneys for the 

| receiver, is authorized to serve the papers by registered 


|| 
EK retarn receipt requested, as aforesaid. 


| Dated: New York, New York 
| Мау 21, 1974. 


S/ Charles Е. Stewart, J 
U.S.D. 


| 
| 


Notice 760a 


| UNITED, STATES STRICT COURT 


SOUTH BN ГІ5ТІГІТ OF NEW YORK 


у = а gS E айр. чө а» р 
73 Civ. 2518 (CES) 

INT! SWATIONAL CONTROLS CORP., 

Plaintiff, 

2 ORDER 
-against- 

RC МЕТ L. VESCO, et'al., 

Defendants. 
- =. -- ЕЧ ЕЧ ЕУ ЕЗ ЕЧ - c = ЕЕ — - Е — = — -xX 


Upon the affidavit of Charles E. Hance, sworn to 


‚ Мау 24, 1974 and the amended intervenor complaint annexed 


thereto; and) upon all the pleadings and proceedings 
heretofore had herein; ам is 
ORDERED that this Court's May 21, 1974 order 


herein regarding the service of summonses and copies of 


| the intervenor complaint of John К. Schemmer, Receiver, 


| upon certain defendants is hereby modified by substituting 


therein the receiver's amended intervenor c "plaint for 
«aid recciver's intervenor complaint. 


tated: New York, Now York 
May 28, 1974 


/5/ Charles Е. Stewart, Jr. 
B. Bs Oe фә 
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Transcript of proceedings before Judge Charles Е. 
Stewart dated July 12, 1974. | 


(762а - 794а) 


| 

| | 

14 | ВЕЕОВЕ: HON. CHARLES E. STEWART, JR., 
| District Judge. 


16 APPEARANCES: 
17 SHEA GOULD, CLIMENKO & KRAMER, Esqs., 
| Attorneys for Plaintiff, 
18 By: DANIEL L. CARROLL, Esq., 
of Counsel. 
19 
20 HANNOCH, WEISMAN, STERN & BESSER, Esqs., 
Attorneys for Vesco & Co., Inc., 
21 By: LAURENCE B. ORLOFF, Esq., 
of Counsel. 
22 | 
23 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


шы елінен EE dines nde Sap aan ani er льва x 
INTERNATIONAL CONTROLS CORPORATION, 
Plaintiff, 
-against- : 73 Civ. 2518 
ROBERT L. VESCO, et al., 
Defendants. $ 
орви аа Adi йырын ини Up QD do dip Rt нсыне x 


New York, New York 
July 12, 1974 - 10:00 


a.m. 


14 MR. ORLOFF: Your Honor, that's all I have at 


15 || this time with respect to Mr. Ost. I do think that these | 
16 | records that he apparently has in Connecticut bearing upon | 
| | 
17 | the payments during that eight-month period are something | 
18 | that I do want to see and examine him on. | 
19 | THE COURT: I take it that he can produce that | 
20 | fairly promptly; is that correct, Mr. Ost? | | 
21 | THE WITNESS: Yes. | | 
22 | THE COURT: I would think the way to do that -- | 
23 | well, I will leave it up to you. I would suppose that a | 
24 Wer 


o5 || Is that agreeable to you, Мг. Orloff? 


T 
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А IOS or Global the ones that we were negotiating 


the ultimate settlement with. 


Q And the remaining 100 hours was utilized by 
whom? 

A By International Controls. This is from evidence 
that we found in the engine log. The only one who would 
really know the answer to that question would be Mr. 

Vesco. 

Q In any event, your investigation showed that 

1/6th of е hours during 1972 were for the use and bene 


fit of International Controls; is that right? 


A From what I can see. ves. 


кі 


ы ым "CU ла —— ee ا‎ 


14 | some skepticism about the -- 
15 | MR. CARROLL: It disturbs me anything is going | 
16 | to be held up pending Mr. Ost's gathering figures which | 
17 | appear to me to be irrelevant. | 
18 | THE COURT: I understand. I did understand, | 
19 | however, from what Mr. Ost has said that he can probably | 
20 | put this in the mail tomorrow morning. 
21 | THE WITNESS: Tomorrow being Saturday, it wouldn't 
22 | get in the mail until Monday. 

Е 23 | THE COURT: All right. 
ود‎ | That being the case, let's do it. 1 am not 


25 sure what it's going to lead to. I am not disposed to let 


10 


11 
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‘MR. ORLOFF: As long as we would have the 


right, if we have any question, to send somebody up to 


his office to lool at the records. I don't want to impose 


upon the Court to have him bring this down here, but -- 


THE COURT: Yes, of course. 


MR. ORLOFF: With that I would certainly agree and. 
| 


it would be acceptable. 

MR. CARROLL: Your Honor, I don't understand 
what the figures for the eight-month period have to do 
with this hearing. 

THE COURT: I don't, either, Mr. Carroll. 


Ас T have already exnresseed. I have expressed 


| 


this any further. 


I will expect you to put this in the mail 


Monday morning, Mr. Ost. 


the 


MR. CARROLL: What exactly are we putting in 


mail, I wanteéeu to ask? 


THE COURT: As I understood it, it was figures 


for the eight-month period which, as I understand it, 
Mr. Ost, you have in a book somewhere which you can produce. 
THE МІТМ S: Аге we looking strictly for numbers 
and not supporting invoices? 
MR. ORLOFF: Yes. 
THE WITNESS: We have an analysis similar to 
this which will cover it. It's going to be the similer type 
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it lead to anything which would be time-consuming or 
irrelevant. 

MR. CARROLL: Му only concern is any delay at all 
in getting a judgment here, if your Honor determines we 
are entitled to judgment, is working to the detriment of 
ICC because of the substantial expenses being incurred 
I think before Mr. Ost should be put to any task of 
doing this, Mr. Orloff should explain what the relevance 
is to these proceedings of -- 


MR. ORLOFF: I think I have. 


THE COURT: I don't think we need to discuss 


24 


OR 
P 


THE WITNESS: And it will be for th» period -- 
actually, it will only be for the period October 1971 on, 
because that was really the time we entered into the 
lease and that's the time we started paying to third 
parties, those expenses. 

MR. ORLOFF: І am only interested, just so we 
are clear, in any and all payments to Skyways and to third 
parties from the beginning of this plane as an ICC-Skyways 
event, up to the time when Skyways was no longer a captive 
of ICC. Whatever that time frame is -- I have accepted 
your statement for today's purposes -- that is the time 


period I would like the figures on. 


THE COURT: Well, I think we ought to be a little 
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thing, summary and numbers. 

THE COURT: Is that what you have in mind, 
Mr. Orloff? 

MR. ORLOFF: Yes. 

THE WITNESS: Just dollar amounts. You are not 
concerned about supporting documents? 

MR. ORLOFF: I am concerned you break it down 
between the actual expenditures to third parties. 

THE WITNESS: It will be in a fashion similar 
to what's in 4-А. 


MR. ORLOFF: That's all right. 


to 
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bit more precise than that. 

I thought we were talking about an eight-month 
period. 

MR. ORLOFF: I believe Mr. Ost said he thought 
it was an eiyht-month period, and I have no reason to 
doubt that. 

THE COURT: We understand now. All right. 

All right. 

MR. CARROLL: I have a few questions, if your 
Honor please. 


(Recess.) 


Controls was made first to clear up or pay the G&A 
account and the legal account, and the remainder to clear 
up the travel account, or to make a deduction from the 
travel account. 

Was that the allocation that was made initially 
when the payment was received from 105 or the other foreign 
entities? 

A That is correct. 

Q Is this an allocation where the books and 
records of ICC changed to reflect any other allocation 
or specifically the allocation reflected in that Telex? 


A No, they were not. 


Q Exhibit 2 reflects three different accounts, is 


^ren3s3ELpt 
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ROBERT STEPHEN Dos v. 
resumed. 
REDIRECT EXAMINATION 
BY MR. CARROLL: 
e Mr. Ost, on cross-examination Mr. Orloff was 


asking you about the Exhibit 2 which is annexed to the 


affidavit of May 7, 1973, which was submitted in the 


SEC proceeding, and the allocation on that exhibit of the 


$1,250,000 payment to the 707 or travel account. 


Now, I believe you testified that the allocation 


as reflected on the books and records of International 


А Yes, they did. 

Q And did, during that period, International 
Controls pay an amount of $405,628.81 for legal expenses 
incurred in connection with IOS and these other foreign 
entities? 

A Yes, they did. 

Q Now, with respect to the period prior to | 
January 1, 1972, was Skyways Leasing Corporation а wholly- 
owned subsidiary of International Contrcls, or a subsidiary 
of a subsidiary of International Controls, prior to 


January 1, '72? 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
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that correct, exhibit 2 on the May 7th affidavit; G & A, 
legal, and travel? 


A That's correct. 


Q And what period do the various entries shown on 


this exhibit cover? 


A The period January 1, 1972 -- excuse me, '71, 
through the end of December 1972. January. 
Q During that period, did International Controls 


actually pay an amount of $247,214.41 in connection with 
general administrative and entertainment expenses that 
were on account of activities of their employees for 


lOS or other foreigan entities? 


THE WITNLSS?! NO, i can't, your попог. іпезте 


14 were designations that were noted on the invoices from 


15 | Hogan & Hartson. 


THE COURT: Do you know what they are, Mr. 


Сагго11? 


-— > 
— с 


MR. CARROLL: Your Honor, the King-Colorado 


litigation, I believe, had something to do with King 
resources initially going into IOS, although I don't know 


further about it. I believe King initially owed IOS 


3 8 & 


some money, or was negotiating for money. 
23 | Canadian lawsuits, I believe that may have been 


IOS proxy lawsuits. | 


25 ТИР COURT: With ІРІ or --? 


10 


12 
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memch Ost-redirect 53 
Q Did International Controls make payments 
with respect to the Boeing 707 prior to January 1, "72? 
^ It did. 
THE COURT: Мг. Ost -- 
If I may interrupt, Mr. Carroll. 
-- would you look at Exhibit 1 to your 
affidavit? 
THE WITNESS: The May 7th affidavit? 
THE COURT: Yes. It talks about legal fees 
and there are five matters mentioned, SEC matters. 


Can you tell me what they are? 


тан ыы |і дінін ааа жала а жә am pu PURA, | TCR eS ا‎ Рт РОР 


| Q And were such payments made to Skyways Leasing? 


14 A Yes, they were. 

15 Q And what were those payments for? 

‚5 | 

16 А The payments were made to yways for rent, 

H engine hours, in accordance with the lease that ICC and 

18 Skyways entered into on October 1, 1971. 

19 | Q And was ICC reimbursed for the payments made 
| | 

20 | | 
| to Skyways for rent? | 
| 

21 | A Yes, they were. | 
|| 

99 | 

- | Q By whom? 

3 A They were reimbursed by 105 during 1972. 

-4 о Now, what other payments were made prior to | 


or. 


— | January 1, 1972 in respect of chis Boeing 707? 


t2 
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MR. CARROLL: No, I think it was the IOS proxy 
fights, Canadian litigations commenced up there. 

THE COURT: What is Tucker? 

MR.CARROLL: Tucker criminal. I have no idea. 

THE COURT: I am. curious. I don't think it 
has any relevance. I am just curious. 

MR. CARROLL: I don't know anything about it. 

THE COURT: Do you know anything about it, Mr. 
Orloff? 

MR. ORLOFF: No, sir. 


THE COURT: All right. I'm sorry. Go ahead. 


13 і\ Іпа 5 CUOLICUCL, 
14 | Q And that is the only period involved in the 
15 schedule you prepared and which has been marked as 


16 Exhibits 4-A and 5-A? 


17 А That's correct. 

18 | Q Now, during the period subsequent to January 1, 

19 1972, were payments made to Skyways for rent under the 

20 lease? | 

21 | А Yes. | 

22 | Q And do you recall when the dividend in kind, | 

23 whereby Skyways was spun off,to the shareholders of ICC | 

| 

2A | occurred? | 

|| | 


5 || А It occurred in February 1972. 


to 
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A Made other payments to the pilot and the crew 


for their salaries and expenses and to third parties for 
gas and oil and operating expenses. 
Q Was ICC reimbursed for those payments that you 


referred to? 


A Yes, they were. 

Q By whom? 

А Ву ІО5. 

Q So, is it correct that the only payments 


which ICC made and was not reimbursed for was for the 


period subsequent to January 1, 1972? 


14 | А Yes, it was. 


15 | о And was ICC reimbursed for that amount? 
16 | А No, they weren't. Well, it depends how you 
17 | apply the cash received, but in the net, no. 
18 | THE COURT: In the net, no? 
19 | THE WITNESS: It depends how you apply the cash 
20 | that it was paid on account, the $522,000; if you apply it | 
| | 
2] | to January and February, then it was paid. | | 
22 | THE COURT: Well, it was paid? 
| | 
з | THE WITNESS: No, I -- maybe I missed the 
24 | question. 
| Q Was ICC reimbursed, is my question, and Mr. Ost 
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Q Can you pin that date down any better? 
A If I recall correctly, my affidavit said the 


stockholaers of record as of November 7th. I think 
that was in the affidavit. 

Q So, the only payment that would have 
been made to Skyways after January 1, '72, while it was 
а subsidiary, or a subsidiary of a subsidiary of ICC 
was the January rent payment and the reserve for enqine 
overhaul? 

A That's correct. 


Q And was that payment actually made by ICC to 


Skyways? 


THE COURT: Well, I think І am missing the point. 
You got paid, didn't you, finally? 
THE WITNESS: Not for 1972's rent or engine 
hour reserves. We did for 1971. 
THE COURT: Well, let me put it this way: 
Does somebody still owe you some money? 
THE WITNESS: Sure do. 
THE COURT: How much? 
THE WITNESS: According to our records, the 
707 operating expense, we are owed $1,444,604.83. We have 
that still recorded as a receivable in the company records. 


THE COURT: Thank you. 


MR. CARROLL: Your Honor, at this time, once 
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said -- 


THE COURT: I take it yov were? 


THE WITNESS: Well, if we are talking of the 


rent that was disbursed, or in January, February, Mar h, 


April ard May, for the rent and engine hour reserves, it 


depends how you allocate the cash received. 


thos 


how 


MR. ORLOFF: You didn't receive any money for 
months until December '7 з that corre:t? 
THE WITNESS: Yes. 


MR. ORLOFF: I think, your Honor, it depends 


you apply the monies received ten months later. 


13 | and meanwhile ТСС is paying out $200 a day. 
| 
14 | THE COURT: We will get the figures Monday | 
| | | 
у". 15 | morning. | 
E 16 | MR. CARROLL: We will, but if Mr. Orloff decides | 
2 17 | he wants to cross-examine -- 
E) 18 | THE COURT: We won’t have any more debate about 
M 19 | irrelevant matters. I ам inclined to agree with Mr. | 
20 | Carroll, Mr. Orloff. Do we геа11у need to get these | 
| 
қ 21 | figures? I don't quite understand at this point why I am 
22 going to be interested in seeing them other than just 
23 curiosity. | 
24 | МЕ. ORLOFF: Мо, I think it's more than curiosity, 
5 || your Honor. Let me try to make clear what I want to 
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again, on Mr. Orleif's request for these documents, I 


don't see how anything shown in these documents can at 


all affect the amount of *he judgment that ICC is entitled 


to receive here. 
THE COUR'T: Frankly, Mr. Carroll, I agree with 
you. I don't see that it's going to iclp us very much. 
MR. CARROLL: Your Honor, my concern is that 
this has been delayed from time to time and that 
Mr. Ost will give Mr. Orloff these new figures, Mr. 
Orloff says, "We have to examine Mr. Ost about it," and 


we are going to be delayed for another couple cf months, 


The only figure .nvolved would be the rent; is that 
correct, Mr. Ost? 

THE WITNESS: Should be the only figure that І 
can think of, the rent and the reserve for engine hours. 

THE COURT: All right. 

I think what we will do is, I will expect, Mr. 
Ost, that you will send me these figures the first thing 
Monday morning. I will not expect, unless I am persuaded 
te the contrary, which is unlikely, that there will be any 
further debate about these figures. We will receive the 


figures and put “пеп in the record, and they will be 


there fcr the record. 


MR. ORLOFF: I assume I will have a chance to at 
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establish. I think the records will show that IOS paid 
to ICC monies that were applied to 1971 charges that were 
over and above the actual monies expended by ICC to third 
parties in connection with this claim, and it seems to 
me the difference between what ICC actually had to pay 
out to third parties and what they received from IOS 
should be credited against any amount, if any, that your 
Honor finds by way of judgment here. 

That,plainly and simply, is my purpose. 

MR. CARROLL: Your Honor, I think Mr. Ost can 


say what that figure is. I don't see its relevance. 


see what we get мопаау morning. 

I, frankly, am skeptical of the desirability 
or the usefulness of going ahead with this, but I will, 
of course, give you the opportunity to argue. 

Now, what else have we ао! * 

MR. CARROLL: Your Honor, that's all I have at 


this time. 


I respectfully move for the entry of judgment 


in the amount proven. 


I had offered the exhibits and you had reserved 
decision on them, based on Mr. Orioff's statement. 


I am reoffering all the exhibits. 


THE COURT: Yes. They are received. 
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least argue from them, your Honor. 

THE COURT: Well, you have had that chance, 
Mr. Orloff. 

MR. ORLOFF: How, your Honor? Most respectfully, 
Mr. Ost is —- 

THE COURT: What you are saying is that you 
can't argue unless you have the figures. 

MR. ORLOFF: І can argue the legal principle, 
but I can't translate it into numbers without having the 
numbers. 


THE COURT: Yes. All right. Let's wait and 


Vesco > LO.’S potential vulnerability for any judgment 
against Robert Vesco, and by virtue of the fact that 
there has been a conspiracy alleged among a number of 
defendants, who have not had a chance to defend themselves 
as yet, on this issue, no judgment should be entered until 
that defense is put in. 

THE COURT: I have these thoughts about it: 

It seems to me that in terms of the dollars, Mr. 
Carroll has told us what they are, and my notion is that 
this is reasonably clear. 

On the other hand, what you say about the merits 


concerns me. I think I am obligated to give you a hearing 


on the question of conspiracy and on the merits. I'd like 
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(Plaintiff's Exhibits Nos. 1 through 111 for 
identification were received in evidence.) 
MR. ORLOFF: Your Honor, I should have an 


opportunity to put some evidence before the Court also, 


and I would most respectfully say that I should have the 
opportunity to put forth evidence, not only as to the dollar| 
figure of any damage award, but also as to the liability 
issue. 

I realize that the plaintiff has taken a contrary 
position in its memorandum, but, as we suggested to your 


Honor in our memorandum, both from the ctandpoint of 


4 | Does that seem appropriate to you, Mr. Carroll? 


15 | MR. CARROLL: Yes, I am prepared to submit | 

16 | judgment. | 

17 | THE COURT: I think уса would submit the order, | 
| | 

18 | of course, to Mr. Orloff, but it does seem to me, Mr. | 
| 

19 Orloff, that on the figures, the dollars we don't have 

20 | much to argue about. | 

21 || On the merits, I think perhaps we do. 

22 | МК. ORLOFF: May I be heard on the figures for 

93 | а moment? | 

24 | ТЕ seems to me, your Honor, a substantial тене 

25 | has been raised in my examination of Mr. Ost, my cross- 
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to do it promptly. What's your notion on it? 
MR. ORLOFF: Within some reasonable time period, 


your Honor. I don't mean months, but I am talking certainly 


2 


about several weeks. I would be ready on that. / 
I would say this to your Honor in terms of the 
numbers. Т don't know what your Honor's inclinations 
are or whether you have formed an opinion as to the actual 
dollar amounts -- 
| 
THE COURT: No, I have not formed a precise | 
Opinion. Т had in mind that I was gOing to ask Mr. 
Carroll to submit an order which would deal with the 


figures. 


Ре | Now, I don't know what Mr. Beatty's testimony | 
14 | would be, but it strikes ше that at least we ought to 
| 
15 | make an effort to get him in to testify on this subject, | 
16 | because he would have something to say, obviously, as to 
17 | this. 
18 | Obviously, if your Honor will accept the allocation 
| | 
19 made in that Telex, then I am content, and I don't want | 
20 to get into that area any further. But I assume Mr. Сагго11'$ 
21 | position is that that Telex is meaningless, and it was | 
22 attached to an affidavit filed with this Court, the numbers 
3 | set forth were in the affidavit, and it was attached as an | 
|! | 
" | 


| and it seems to me either it's given credence or if it's now 


2А | exhibit presumably to back up the numbers in the affidavit, | 
| 
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examination, as to the manner in which receipts from IOS 
were allocated. And it is my understanding, and I don't 
mean to sum up at this point -- I am sure your Honor 

will give me a chance to do it in another мау -- but 

it does seem to me а substantial question is raised as to 
whether or not ICC, through the direction of its officer, 
Mr. Beatty, at least, and this is Mr. Ost's testimony, did 
not reallocate, or allocate, if you will, in May of 

"73 that entire amount for the Boeing 707 account which 
changes the dollars sought here substantially. It 


changes it by almost a million dollars. 


| 


records. He further testified the initial allocation 
was done according to the instructions of Mr. LeBlanc. 
THE COURT: As I have indicated, I have a ten- 
tative view. I am going to hear Mr. Orloff, whatever 
you want to tell me, but it does seem to me that we 
have come pretty close to the end of fruitful discussion 
about figures. 
Now, on the merits, that's something different. 
MR. CARROLL: Your lionor, on the question of 
the merits, I don't think I understand exactly what Mr. 


Orloff is asking for and I don't know that your Honor 


did. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 


N 


| 


Transcript 


782a 


memch ost 64 
going to be run away from, so to speak, I should 
certainly have the opportunity to try to bring in other 
witnesses to confirm that, in fact, that is the way the 
amount should be allocated, and we are talking about a 
million-dollar difference there. 

MR. CARROLL: Your Honor, on that point, Mr. 
Ost has been perfectly clear here that the allocation was 


made initially on ICC's books and records as shown on the 


exhibits offered in this proceeding, and that the allocation 


as reflected in this Telex, that was an exhibit to his 
SEC affidavit, was done merely for the purpose of 


negotiations, ій was not a reflection of ICC's books лға 


13 | МВ. ORLOFF: Yes. I am not sure I frankly 

14 | comprehend the distinction your Honor is now making | 
15 between that апа the merits. Maybe I can put it another | 
16 || way by referring back to the complaint in this case. | 
17 | THE COURT: I am talking about the merits in 

18 | this matter. 

19 | MR. ORLOFF: Yes, the merits of this matter. 

2C THE COURT: Мг. Ost, you don't have to sit on 

21 | the witness stand any longer. You are excused. 

22 THE WITNESS: Thank you. 

23 | (Witness excused.) | 
2А | МВ. ORLOFF: The point I am making, your Honor, | 


25 just to clarify it: There are eleven counts in the com 
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I believe Mr. Orloff was asking for a full 

hearing on the question of Mr. Vesco's liability under 

the complaint, and I think our memorandum of law shows 

that Mr. Vesco would not be entitled to that, were he here. 
THE COURT: No, 1 don't understand Mr. Orloff 

to -- well, if that's what he means, he is not going to 

get that kind of a hearing. I understood that what he was 

interested in was a hearing on the merits of whether or 

not the charges with respect to the airplane are appropriate 
Isn't that what you have in mind, or what is it 


that you have in mind? 


ми ь. Woo 79955555 SIGS АЧ сло ачалиньс псп 
Mr. Carroll was seeking judgment, I wouldn't be here 
defending. As I understand it from his memorandum, 

what he is trying to show in other counts of the complaint 
is conspiracy has been charged in which various persons 
have somehow conspired in such a way that, among others, 
Robert Vesco -- and we say that appears to follow from 
your Honor's temporary ruling, preliminary ruling, that 
that might include Vesco & Co. -- as a result of that 
conspiracy, somehow Robert Vesco is personally liable for 
these charges which are admittedly IOS obligations, and 
it's in that area that I would want to defend on and put 


in proof on, because it seems to me it's a long jump from 
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plaint in this case. The only count that seeks a 
liquidated sum with reference to the airplane, and it 
seeks essentially the same sum that Mr. Ost has testifie? 
to, is Count 10. 

In Count 10 -- and damages are soucht in that | 
liquidated amount in Count 10 -- Count 10 seeks relief 
against IOS, Kilmore Investments, Global Holdings and 
Global Financial, for failing and refusing to pay the 
balance due to ICC, and the amount is quite clearly - 
have to do with the amounts Mr. Ost has been testifying 


кө. 
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book account obligation from IOS to ICC and translating 

that into a personal liability of Robert Vesco for that 
same amount of money, and that's in essence what they are 
trying to do here, and they are doing it on the theory of 
a conspiracy -- 

THE COURT: Well, what do you visualize, Mr. 
Orloff, that you would like to do? I don't mean -- 1 
don't want you to tell me in detail. 

Are you going to put on witnesses? Are you 
going to have documents? What are you going to do? 

MR. ORLOFF: My primary goal would be, but 


it may not be practical that I can convince your Honor, to 


convince your Honor that Vesco & Co.is separate and 


л 
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taking a book account between ICC and IOS and translatina 
that into a personal obligation of Mr. Vesco -- and 
let me repeat again, my onlv reason -- 

THE COURT: Have you got a copy of the complaint 
there? 

MR. ORLOFF: Yes, sir. If your Honor doesn't 
mind, it's 'n .he Second Circuit Appendix I have. 

MR. CARROLL: I have the rile copy, your 
Honor (handing). 

THE COURT: Yes. Are you finished? 


MR. ORLOFF: Well, I am saying it's a long jump from taking 


13 | your lionor is indicating your inclination to rule 

14 | that way. 

16. | THE COURT: I could be wrong about that, and 
16 | perhaps you should have a chance to show me I am wrong. 
Y | MR. ORLOFF: I would like that chance. 

18 | Secondly, I think I should have the opportunity 
19 to show that, in fact, the whole notion, the whole 

20 factual theory that somehow would lead to the conclusion 
21 that Robert Vesco is liable for this money personally is 
22 simply incorrect, and it's incorrect, quite honestly, 

23 | largely on the basis of documents that exist as a matter 
2A | of public record. 

25 | THE COURT: Well, it's the second part of that 
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independent, and if you were to enter a judgment against 
Robert Vesco, it shouldn't affect Vesco & Co., and if 
you did that, I could stop at that point. 

The problem I have had, and I think I said 
that the first time I came in on that proceeding, is that 
I have the feeling that your Honor, at least tentatively, 
is inclined otherwise, and you are inc'ined to saddle 
Vesco & Co. with any judgment entered against Robert 
Vesco. 


THE COURT: You are correct. 


MR. ORLOFF: While I disagree with it, I appreciate 


MR. ORLOFF: It makes a difference, as I read 
the complaint, in terms of whether there was some sort 
of a conspiracy that would cause Mr. Vesco to be personally 
liable. 

THE COURT: I think the fact of that approval 
doesn't really -- it seems to me that's a completely 
irrelevant problem. 

MR. ORLOFF: The plaintiff doesn't seem to think 
so, your Honor, in its theory. 

I mean, I would like to understand this theory. 
I don't know whether your Honor does. The theory makes 
Mr. Vesco liable where there were agreements in effect 


between IOS and ICC regarding reimbursement for this 
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that bothers me. It seems to me I have dealt with that 
problem. 

MR. ORLOFF: I don't know that your Honor has. 
For example, and I say this only by way of example, one 
of the underpinnings for their cause of actic is that the 
lease between ICC and Skyways was never approved by tne 
ICC board of directors. Yet Mr. Beatty filed an affidavit 
with this Court in the SEC case in which he -- 

THE COURT: I don't think whether it was approved 
or not approved makes much difference. 


MR. CARROLL: It's not an issue here. 


ттт чеш abs! eee a T E er Sew ы” £6, EROS де WEN Pert | 
14 of а fraud in violation of the '34 Act, and all these 
15 ү expenses flowed from that violation. And it's all set 


16 forth in our memorand л of law, the various provisions, 


м | the various paragraphs of the complaint. 
18 | I don't know what Mr. Orloff's concern as to 
| 
19 | whether Mr. Vesco is liable or not. Mr. Orloff does not 
20 | represent Mr. Vesco. Mr. Orloff represents Vesco & Co. 
21 | When the times comes that we attempt to enforce а 
22 judgment against Vesco & Co., that's the time for Mr. 
| 
23 | Orloff to come in for his hearing on the merits whether 


or not Vesco & Co. is in fact an alter едо of Mr. Vesco; 


not at this time. 
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airplane. You have got two corporate entities who enter 
into agreements and, in fact, as has been testified to, 
over some period of time, IOS reimbursed ICC. 

Now,we have them coming in saying that Mr. Vesco | 
is personally responsible for the balance. 

MR. CARROLL: Your Honor, the theory is explained 
very well in your complaint, and a number of different 
theories. | 

Number one, the complaint alleges that the 
ent:re IOS transaction was a corporate waste perpetrated 


by Mr. Vesco on ICC and he is responsible for al] 


Mls ae ee a ee мы Жа "Y "OCT XpES РА 


19 | гог a nearing оп tne merits? 


| 
M | THE COURT: I understand the chances of тен 
15 | from Vesco & Co., Inc., are better that collecting from | 
16 | Robert L. Vesco, but that's something you have to decide. 
17 | Mr. Orloff, what were you going to say? 
18 | MR. ORLOFF: I мағ going to ask of Mr. Carroll 

| 

19 | through the Court whether I am therefore assured, and I 
20 | guess I must respectfully ask the Court, too, that if a | 
21 | judgment were to be entered against Robert L. Vesco | 
22 | alone, would Vesco & Го. have an opportunity at a later 


date to be heard fully on the merits? 


24 THE COURT: I have just been told by Mr. Carroll 


25 | he doesn't want a judgment against Vesco & Co., Inc. 
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We are asking for a judgment against Mr. Vesco. 
Then, under the Huss case, liability is established. 

THE COURT: That's not an entirely accurate 
statement, Mr. Carroll. The judgment you are looking for 
is also against Vesco & Co. 

Do you want me to enter a judgment against 
Vesco & Co., Inc.? 

MR. CARROLL: We are not asking for a judgment 
against Vesco & Co., Inc. All we are asking for is а 
judgment against Robert Vesco. 


MR. ORLOFF: Will I have a full opportunity 


13 | send out this statement. 


4 | THE COURT: Oh, yes. Let's see, how did we leave | 
15 | that? We have been back and forth оп that. | 
2 16 | MB.CARROLL: Mr. Ost will send me the figures | 
17 | which I will have Monday or early next week, and I will 
18 | transmit them to your Honor and Mr. Orloff. 
19 | THE COURT: It does seem to me that, although I 
қ 20 | am requiring this, that it's not going to mean very much. 


| 
! 
21 | I will expect to get from your, Mr. Carroll, 
| an order in the course of the next three or four дау”. 


23 | which will have been submitted to Mr. Orloff. 


MR. ORLOFF: Would you be good enough to send | 


it to me? 
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| MR. ORLOFF: I think he is going to come in 

| 

| for one later on, and I want to make sure I will get my ы 


THE COURT: Of course yor will. 


6 This is interesting. Now I wonder what we need 


| 

2 

3 

4 full hearing. 


7 | to do, if anything, from here оп? 
| 
| | 
8 | MR. CARROLL: I don't think there is anything 

| | 
9 | to do. | 
A | | 
10 | THE COURT: You send me ап order, and,of course, | 

M | Мг. Orloff gets a chance to look at it. 
| | 


12 || MR. ORLOFF: I thought Mr. Ost was going to 


МВ. ORLOFF: Your Honor, may I say two things? 
Number one, in view of the statement that Mr. Carrol] 
made a few minutes ago, I am not sure why I am here at 
this point, but I understood him to say that he is not 
seeking judgment against -- 

THE COURT: You don't represent Mr. Vesco? 

MR. ORLOF?: №, I don't. 

When I came in originally, I thought I made it 
clear I was here only because I was fearful any judgment 
against Mr. Vesco would be transformed into a judgment 
against Vesco & Co. without Vesco & Co. having an 


opportunity to defend itself on all merits. If I have 


that opportunity, I don't think I should have any further 
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2 MR. CARROLL: I have a judgment prepared now | 
3 | that I can give Mr. Orloff a copy of, that we are asking 
4 | your Honor to enter. 
5 | THE COURT: Can we deal with it right now? 
| 
6 | Mr. Orloff is here. Has he seen it? 
1 | MR. ORLOFF: Not yet. 
8 | MR. CARROLL: Your Honor, the total amount 
9 | reflected in the judgment is the sum, one, of the | 
10 | $1,844,000 shown on Exhibit 5-A, as well as the $343,750 
1] | advanced to Skyways Бу ICC in connection with the purchase 
| i | 
12 | of the Boeing 707. 
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"HE COURT: What figure do I put in the first 
ordering paragraph? 

MR. CARROLL: The blank space would be the total 
figure for interest at 6 percent is $2,422,466.72. 

THE COURT: А11 right. 

It does seem to me, Mr. Orloff, that you needed 
to be here this morning. I am not sure exactly where we 
are with respect to your client. I take it that at the 
moment no relief is being asked with respect to your 
client, and we will just leave it at that. 

Is that correct, Mr.Carroil? 


MR. CARROLL: Your Honor, Vesco & Co. has filed 


an answer to the complaint. We can't get a default judqme~ 
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comment. 

THE COURT: I am sure we have had an interesting 
morning. I am not sure about what. 

MR. CARROLL: We have been through this. 

"THE COURT: I know, Mr. Carroll. I am being 
slightly facetious. 

Who does represent Vesco, as far as you know, 
in this matter? к 

MR. CARROLL: No опе, your Honor, because 


Mr. Vesco defaulted. Не never answered the complaint. 


We have entered a default judgment. 


ee 


1.3 


20 


aii i SOGY спас уьу Lvco5pececuvuLulLlyse 4 Uiimoszvoevvye it 


position to be different until Mr. Carroll's remarks 
a few moments ago. 

THE COURT: All right, I guess we are all set. 
Are we? 

MR. CARROLL: Yes. I assume Mr. Orloff and -- 
I assume you don't want Mr. Ost's figures any more on 
these expenses? 

MR. ORLOFF: I am always interested in them, but 
the Court's ruling indicates I don't get them, so I am 
not going to press it. 

THE COURT: I'm sorry. What are you saying? 


MR. ORLOFF: I thought your Honor had previously 
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against Vesco & Co. 

MR. ORLOFF: I ма: here now and on the last 
two occasions, because, as far as I was concerned, it 
was never made totally clear to me until just a few 
moments ago that we were going to get a full opportunity 
to be heard on all aspects before any effort was made +о 
enter a judgment against us, and that's why, when I heard 
that, I have now backed off participating any further. 

THE COURT: You should have known that you would 
have that opportunity from me. 


MR. ORLOFF: It wasn't a question of the Court, 


Pe’. XA x .اق‎ жебені а وي‎ E "Cw CM E м ۹ anaemdibBsenandbanan o 7979 8 ® 
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20 


Monday morning is no longer necessary. 
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indicated you were satisfied to enter the judgment now 
without having these figures submitted. 

THE COURT: No, I didn'u mean to indicate 
that at all. I thought that we would still get the figures 
from Mr. Ost. 

MR. CARROLL: I will be happy to supply the 
figures. 

THE COURT: I understood that was going to be 
done. Т am not sure what we are going to do with them. 

(Recess.) 

THE COURT: With the consent of counsel, it is 


directed that the data which Mr. Ost was supposed to send 
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Judgment against Robert L. Vesco, dated July 12, 1974a. 
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amount of $2,188,354.93; it is hereby MEE S 1 


" MEL: E " r A. .. { 
ORDERED, ADJUDGED AND DECREED that the plaintiff re- 


cover of defendant Robert L. Vesco the sum of $2,188,354.93, 


r = ей 


П ' 


| 
| 
| plus interest on said sum at the rate of 6% from March 1, 1973, ; | 


ог а total of $2,722 té 7%- and that plaintiff have execu- A 


| tion therefor; anc it is further қ ' 


Judgement 


| ORDERED, ADJUDGED AND DECREED that plaintiff shall have | 
u 
‘ + the right to prove such additione: loss, damage, cost and expense | 


it has suffered by reason of the acts alleged in the complaint, 


the amount of such additional loss, damage, cost and expense to N | 
be determined by the Court upon an additional hearing or hearings | 
| 


to be held as provided for in said October 5, 1973 judgment. 


, Dated; New York, New York 


July />7, 1974 LAE ) 
Оса МО Ж х 
0.5.0.9 Ж” 


| 
| 
! 
| 
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A judgment having bcen entered herein against Robert 


L. Vesco on October 5, 1973; 4 пе) а 2 


AND this cause having been brought on for partial in- 


quest before the Court on May 14 and 22, 1974 and July 12,1974, 


after the required notice was given to defendant Robert L. Vesco, 


and plaintiff having offered proof establishing damages in the : 
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NITED STATES DISTRICT COURT 


SCUTHLRN DISTRICT OF NEW YORK 
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INTERNATIONAL CONTROLS CORP., 2 
Plaintiff, : 

у5. 2 74 Сіу. 1588 


ROBERT VESCO, VESCO & CO., INC., 


Defendant. 
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НОМ. CHARLES E. STEWART, JR., 


District Judge. 
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size to the court an argument that I made, I believe, 
in another context in a related case when I sought on 
behalf of Vesco and Со. to particinate, as your Попог 
тау recall, on the damage hearing in the other ICC case 
against some 30 defendants. 

The fact of the matter is in this case that 
based upon some preliminary findings bv your Honor in 
the companion case, based upon statements made on behalf 
of ICC in that companion proceedinq which simply 
can't be ignored, and based upon the, at best, amhiquous 
statements bv ICC in thcir brief i: connection with 


this motion, it appears to be a serious nossibilitv, 


if not probability, that ТСС is going to take the posi- 
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| 
| 
| 
1 | jaa 2 
|| 
2 | THE COURT: I want to apologize for keepina 
| 
e B NIC 
3 | vou waitina. 
| . . " 
4 | МР. ORLOTF: Your Honor, this 15 а motion 
| 
= | E ? - ' 4 4 
9! Бу Vesco & Со. to intervene іп the репдіпа action that 
" 
6 | was filed some time in April I believe of this vear by 
4.1 International Controls against Robert Vesco апа Robert 
1 
| 
8 | Vesco only. The basis for the motion as set forth 
| 
9 | in our moving papers, to which is attached a copy of 
| 
10 | the answer we мі11-ргороѕе to file, is explained I think 
11 | quite adequately in our brief but I simplv wanted to 
|! 
— TD 
12 | add a couple of additional points to that and to empha- 


13 | MR. ORLOFF: Given all that and given the 
| 
14 | court's inclination -- and I believe vour Попог and 1 
15 have had colloauv on this in the other case and vour 
| | 
16 | Honor savs, аз I recall it, that vour inclination | 
i | 
17 | there, vou were ореп to be persuaded bv evidence, but 
| | 
8 | we haven't reached that point in anv hearina. Given 
19 | the ambiquous position taken by ТСС -- 
20 | THE COURT: What is ambiauous about 
21 | their position? 
et, 22 | МВ. OR FP: What is ambiquous about | 
е ! ғ . . 1 
, 23 | their position, it seems to me, vour llonor, in their 
| | 
2А | brief in this case, is their statements that vhile it | 
| 
| 
5 | is а loqical possibility -- and I am quoting from them ~~ 
| 
|| | 
} 
| 
| | 
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tion that Vesco & Co., as your ilonor has preliminarily 
ruled, is in fact the alter eqo of Robert Vesco, 
is in fact Robert Vesco -- 

тт; COUPT: The Court of Anneals said 
so too. 

MR. ORLOFF: The Court of Appeals affirmed 
vour Honor': preliminary findincs which were made, 

| 

as T am sure vour l'onor recalls, on the basis of an appli- 
cation for preliminary. relief and not with any p’enary 


hearing 


ТПГ COURT: That is right. 


13 | of vour papers. 


14 | МА. ORLOFF: I don't think so. If vour 
| 

15 | Honor will point it out to me I will resnond. 

16 | THE COURT: I want vou to look at раде 
| . 

и | 7 of your reply menorandum, 

18 | Do vou have раде 7? 

\ 19 МВ. ORLOFF: Yes, sir. 

20 | THE COURT: Tho first full sewntence savs: 
|| 

21 "Unless plaintiff can somehow,” and so р 
|! 

22 | "it is difficult to understand why this litigation 
| 

ý | 

zi | cannot be defended bv Mr. Vesco's representatives," 
| 
H | 

2A | Then the last sentence of vour тепогап иг ! 
| 
| 


| 
25 || at the bottom of paqe 8, you sav, and I am not quoting 


Transcript 


802a 


јла 


that thev мау attempt to ао after Vesco 8 Co. to satisfv 


a judgment here, thev don't know whether or not this will 


prove to be so, and thev sav that the fact that that 


may happen should in any way civo ‚зсо and Со. the 


opportunity to attempt to defend itself aqainst that 


eventuality. I suggest to vour lonor == 
THX COURT: Are vou saving that in light 
of what I said in this other matter that уо! really 


represent Robert Le Vesco? 
мп. ORLOFF: No, sir. 


ТИП, COURTS You seem to sav that 1n ‘some 


MR. ORLOFF: Је do not represent Robert L. 
Vesco. Ue represent Vesco & Co, If it is made 
clear that Vesco & Со. is at least at this point a 
separate, independent entity,in no wav to be dcemed at 
this point the alter eqo of Robert Vesco, that in the 
event anv action is brought aqainst Vesco & Со. on this 
cause of action in anv мау that Vesco & Co. wil! have 
the full opportunity to defend itself on tho merits of 
the claim and on the amount of damaaes, then I would 
not be here. But I don't think ТСС has talen that 
nosition in fairness. 


TIT. COURT; I think thev have taken an { 


entirelv appropriate rosition that in light of what 


| 
> - 

P Д 1 

5 

- 

9 

10 

11 
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the entire sentence, "but I say Vesco & Co. is entitled 
to intervene not onlv to contest the issue of damages 
but the nurported liability of defendant Robert L. 
Vesco as well." 
I am confused. Do vou purport to repre- 
sent Robert L. Vesco in this matter? 
MP. ORLOFF: Ho, sir. If I mav, let 
mo trv to explain. The cuote on pace 7, vour l'onor, 
must be taken in centext with the proceeding sentences. 
TEE COURT: Let's leave out the semantics. 


I take it vou do not represent Vesco? 


$ | эм WNL ым ол. үч <> 12: ы: һу Ад. 0 уа 11 L2" | 
% 14 | hanpen ме can do something." | 
i | 
А 15 | Nothing has hapnened vet, it seems to me, | 
> 
16 | which prejudices you if your only client is Vesco & Co., | 
| 
17 | Inc. 
| Р А р a 
t 18 | МВ. ODLOTT: What prejudices us is plainly | 
> 19 | and simplv the position taken bv ICC quite consistently 
о in the other case, and reflected in vour llonor's rulina | 
| A T | 
21 || that Robert L. Vesco, in vour Honor's preliminarv 
i : 
23 | findinas, will somehow be transformed into Vesco & Co. 
سڪ‎ ч ; 
~”. = | for the purpose of collecting from Vesco & Co.'s assets | 
| | 
; 24 | on а judament against Robert L. Vesco. t 
| | 
25 | THE COURT: That is a possibility. | 
| 
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has happened, that maybe your client is Vesco and mavbe 
it isn't, It seems to me, Mr. Orloff, that vou are 
in this position: 

To intervene you have to shov an interest. 
You can show an interest, if vou so desire, bv indicat- 
inq that vou represent Robert L. Vesco in addition 
to Vesco & Co., Inc. Obviovuslv, that would constitute 
an interest. Short of that, it seems to me vour posi- 
tion -- vou say they have been ambiquous; it seems to 


me you are being ambiguous, You are sayinq that "We 


don't represent Robert L. Vesco but, on tho other hand, 


MR. ORLOTFT: Мау I make an additional | 
noint? | 

THE COURT: I was aoinq to suqqest that | 
I know vour points. Have vou qot something new that | 
I haven't read? 


MR. ORLOFF: I think s0; 

I think, vour Honor, that to simply permit == 
and I am speaking from the standpoint primarily of 
representing Vesco & Co., but I think this should also 
be said -- to permit а complaint of this sort, which 


is on its face defective, which fails to state a cause 


of action, to result in a judqment which can be the 


basis for qoing against the assets of our client is just 
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What I am suggesting to the court is that it seems to 


me in fairness to Vesco & Co., which is at least de 


facto a separate, independent entitv, it is an existing 


corporation, it is not Robert L. Vescc, also known as, it и 


a 
Э, > 


formed, it exists, it is a viable entity, that entitv 


should have the right to protect itself. 
1 
THE COURT: I think it will have the right 
to protect itself in the event ve reach that point. | 
Piaht now we are not at that point. I don't mean to 
| 
cut vou o-f. I have read vour papers and I think I | 


know this matter fullv,and it is late in the day. | 
| 


13 | is stated, but I am open to arqument on that. 
| | 
14 | But, іп anv event, if I am wronq on that, | 
| | 
15 | if no cause of action i$ stated and I think there is, | 
16 | your client is not going to qet into trouble because 
и | there are other people in this courthouse who will 
| | 
8 | straighten me out. | 
; | 
AM MR. ORLOFF: The problem I have at the | 
| 
20 monent, vour Honor -- 
21 ТИІ COURT: 50 that it seems to me the | 
à » d . . "arum м CGC NE 446) > 
22 | question you are raising is in all resnects premature, 
- | | 
4 ك‎ ji MR. ORLOFF: If mv client, Venco & Co., 
| | 
A | has the right to challenge the existence of the cause 
| 
25 | of action at some poir* in time, if that is what vour 
| 
| 
| 
| 
| 
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patently unfair. There is no cause of action 
this complaint. 

THE COURT: I would agree weith that 
entirelv. If there is no cause of action stated 
then nothing can be done to vou. 

MR. ORLOFF: As lonq as we have the оррог- 
tunitv to raise that at the appropriate time. 

COURT: At the moment, Mr. Orloff, 

I don't know becau8e Т haven't been fully made aware 


and cons, whether or not a cause of action 


is stated. I happen to think a cause of action 


16 


17 


18 


19 


then I am satisfied. 


THE COURT: Of course, trat is nat to 


be the case. 


MR. ORLOFT: Your Нопог, I certainly don't 


presume to tale the court's time, varticularly late 
in the dav, to arque things that are academic. I 
suggest to vour Honor the plaintiff's brief was 
ambiguous as to what position the plaintiff would take. 
I think vour Nonor's statement clears un that ambiquity. 
THE COURT: Let me hear from г. Camhv. 
ИВ. САМПУ: Your Honor, the complaint in 


this action asserts that one Robert Vesco, while a fi- 


duciarv of a corporation, appropriated to himself а 


M 


6 


transcript 
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jaa 9 
Honor means bv premature, then I can see an accept 
your Honor's point. At the moment there is nobody 
raising that point. There is nobody pointing out 
to the court that there is no claim here really 

of corporate opportunity. 


THE COURT 


Of course, the question vill 
be presented to vou if and when somebody comes after 
your client to try to get some of vour assets, and 
chen vou vill have-full opportunity to litigate еуегу- 


thing. 


ИВ. ORLOFF: If that is the position, 


au 


14 


but let's face it, we claim they hold assets of his. 

They claim they are not his assets. Thev claim they 
are his children's assets, that is, thev are the trustees 
of certain trusts that are the stockholders of Vesco 

& Companv, 

Without rehearsing evervthing that went 
on in Mr. Orloff's argument, I think it is pretty 
Simple to say that a person who holds property of a 
defendant in an іп persona action has no standing to 
raise substantive dcfenses for that defendant. 

THE COURT: The question that bothers me 


and which I was trying to put to Ме. Orloff, suppose 


i permit him to intervene, I take it he will intervene 


Transcript 


jaa 10 


corporate opportunity and profited from it bv misleading 
the board of directors of a corporation as to how he 
intended to conduct himself with respect to that 
corporate opportunity. Savs that he personally 
derived 1-1/2 million dollars from that transaction and 
and that another 1-1/2 million dollars was taken bv 
others because of the wav he conducted himself. 

The person named in that complaint is 
Robert Vesco. Vésco 8 Co. holds certain assets of 
Robert Vesco. Well, we claim that it does. We have 


Claimed that it does. No claim is made in this case 


13 


14 


being too picayune, let me say this: You say “СО 
after Vesco & Co., Inc." In truth, if the time 
ever comes for their involvement it is not really 
them we are going after; we аге qoing after hsi property. 
THE COURT: Which you say is in Vesco & 
Co., Inc. 
| МВ. CAMHY: Which happens to be standing 
in their name. 
THE COURT: Mr. Orloff's point would be 
that -- and I don't know whether he puts it in terms 
of ambiquitv -- but he says he ovght to be given the 


chance of arquing this case, because what you are 


doing is going after the property cf Vesco in Vesco 


10 


11 


Transcript 


joa 


not because he is representing Vesco but because he is 
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representing Vesco & Co., Inc. 


question in this lawsuit about the liability 


é Сө., Inc., is there? 


Co., Inc. is whether or not you can qo after 


assuming liability is established, and then vou can show 


MR, CAMHY: 


THE COURT: 


No, 


The question about 


33. 


And there is по 


your lonor. 


of Vesco 


Vesto & 


them 


that Vesco & Co., Inc; owns property which is really 


Vesco's, 


isn't that what it comes down to? 


MR. CAMIIY: 


Yes, 


your Honor. 


Without 


2 have entered a judgment, but we will submit a judqment. 
А 14 In any case, it wiil be а default judgment. We 
15 are going to take that judgment and we may go to a 
* 16 bank. We may go some place where he has a numbered 
17 | account and get into а contest as to whether his | 
18 account is his account or not. 
3 „19 | THE COURT: Or you may qo to Vesco & Co., 
20 Inc.? 
21 | МА. CAMIIV: Yes, and we say that is his 
| 
22 | propertv and they say they are not. | 
à A | THE COURT: We don't have to debate this 
М 2A | further, | 
25 | 


MR. САМНУ: I want to get to one issue 


Transcript 
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jaa 12 
& Со., Inc. It seems to me the more accurate wav 
to describe the situation is vou have to first 
establish liability and, having done so, you. can seek 
Vesco's assets wherever you can find them. 

MR. САМИУ: Preciselv, your Honor. 
Let's get to really the critical issue on any situation 
like this. They sav that the fundamental power 
of any court is its default power. I sav to your 
Honor that if you Want to-focus on the problem here, 
the fact is that Mr. Vesco is defaulting. And this 


court will have, or we will, and I think ме already 


4 


Cammy. A а ي ر ر ا‎ АА... жайы ШЫ ЙЫР саналы фай ан ee йн ды 
if a default judgment is entered and pursuant to that 
judgment proceedings аге brought aqainst somebody else, 
that that somebody else doesn't have the opportunity 


to raise the claim that no cause of action was stated. 


I am not sure of that. I would suppose it is pos- 
sible that there miaht be a мау to raise a claim that 
no cause of action vas stated and that therefore vou 
can't come after me. I don't think we have to 
worry about that at this point. 

It seems to me that the situation 


we are in todav, Mr. Orloff and Mr. Camhy, is this: 


I ап fully aware of the problems which aro involved in 


this matter. I krow who Vesco is. I know what 


а 


етае ету qv жы 
Transcript 


8lla 
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and maybe I.am borrowing trouble but let's get it 


clear. He says the complaint does not state а 
claim and can he ever raise that. Well, your Honor, 
I am frank to say he can't raise that ever. It is 


noneof his business whether it states a claim anv more 
than it is a bank's business whether it states а claim. 
I state to your Honor it states a claim or I wouldn't 
have put it down there. I don't think it is their 
business to say to-anybody. 


THE COURT: I don't know about that, Mr 


EXC er А HIA "Eo. Lx 4 жаы ы adem wA позма ЗЫ" 


In any event, I don't think vou are entitled to come 


“> 


into this cause of action, this lawsuit, at this point. | 


I ап going to deny your motion to intervene in light 


everything I have said. 


All right, thank vou, gentlemen. 


c 


10 


11 


Transcript 
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joa 14 
Vesco & Co. is. 

Of course, you are not qoing to take the 
position that you are Vesco, which vou aren't. 

And, of course, if Mr. Camhv reaches the 
point where he thinks he can ао after Vesco & со... Ine. 
to satisfy a judgment against Vesco, vou are going to 
have the fullest opportunity to make whatever presenta- 
tion vou want. The auestion of whether or not vou 
car arque that there fs a-eause of action stated here, 
it seems to me, is one which vou can . en raise at that 


point. Mr. Camhv says he doesn't think vou can. 


(813а - 815а) 


Judgment entered against Bahamas Commonwealth Bank, 
entered December 17, 1974. 


YF “hi LL LLL LD, SLO wre OSs ESS Vee Gee Vee РЯ 


^ Me "T 
үз jJ 


| béan effected by Joseph A. Bondi and David M. Butowsky on the; “Ж, 1 


$ 


b, 


, à 
25 day of October, 1973, and proof of such service having 24 


ы dini ые ; P. i 
қ AW ien filed in the office of the Clerk of thís Court on the тең, HOLEN 
Ж pw day uf Januáry, 1974; and s 4 
| 4% 
Pr fe 75 ў eoru 4 4 


Tu Wu rs Defendant Bahamas Commonwealth Bank, having 


E 


failed to plead, appear, move or otherwise defend with respect” D 


Ts Jt 


"i 7%, Еа Complaint herein, amd the time for said defendant to appear, | 


“ ; » AND, а Default Judgment having been entered.-,,.) 


ete Defendant Bahamas Commonwealth Bank on February 19, 1974, ° 


Metam inter alia, a dollar MICR in the amount of ЕРА 


кай ROFILM Ey 


Judgment 


ІСІ Or ‘iE YORK 


مہ ص اسا س ب — ——— -..-.------- 


iZTRNATIONAL CONTROLS CORP. + 
1 


Plaintiff, Civ. Action No. 


73 Civ. 2518 (CES) 
-acj mnst- 


n ROBERT 1. УЖО, et al., JUDGMENT 


Defendants, ft 74 9 7 / 


This action having been commenced by the filing 


| of г Cemplaint on the 7th day of Jun., 1973, and an amended 


1 Complaint having been filed and an additional summons having 
ij been issued on the 7th day of September, 1973, and this Court 
А Ту Order dated October 19, 1973, having authorized Joseph А. Hb 

H et Bondá «and David M. Butowsky to effect service of process herein. e| 


e | 


om Za mnZnnb Паһ атаа (Ü' nauem bh Bank and ewe сала meri ma .. 


po ey ‘= э — R0 
VM, Tru incarent t). ete, na | by reason оғ the 
= adie x 


count à eot T 3 | €« ої 4% із hereby 


| ЕЕ, ML MN: Ж 
| ЕКСЕ дер, ADJUDGED AND DECKIED that the Clerk’, 


4,44 


жы” ү i. 


ta^, 


хы Vs. | у the court ЕС jodgment against defendant Bahamas , 


45 У 
x оливье tn Bank in the sum of $500,000.00: with interest ` 


y 


gah Та the ‘moray 4jxdgment beak of this Court nunc pro tunc as of 
£A ы I 


V February us, 974. , . 


ғ A | DATED! Nhe, ‘ork, New York 


E 


pend ‚ 1974 


Meee, tag /7 
Y, е 
PA PTIT , 
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Order dated April 3, 1975 аз to final judgments against 
Robert L. Vesco. 


29 $ 7406 IP Fm Го № Oe, 


b orcum т е - 


Robert L. Vesco on July 18, 1974, establishing that a portion 
' 


' кү of the damages recoverable under the judgment of October 5, 


esc 1972, ameunts to $2,188,354.93, it is hereby 


№." Vi! < ORDERED, that both of said judgments аге and were at 


Wi the times when tney were entered final judgments of this courti- 
P 5957 and. it im further 


ED, that no further action of this cour! or any 


ORDE 


re the judgment entered July 18, 


other caurt is required befo 


ny court of general 


1974 may be presented for execution to a 


nıin the United States or any foreign court that 


jurisdictio 


of said judgment; and it is further 
antered July 18, 197 


eunder for the 


sesogat жез the validity 
E ORDERED, that the judgmen’ 


and the g'Bintiff's right to have execution ther 
4.93, are and will be in no way affected b 


amount of $22168,35 y the 


| 


| 
| 
| 
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Я 3 
UNITED STAT TS DISTRICT COURT 


SQUTHERN DISTRICT OF NEW YORK , OF V. 7» 
INSBRNATIONAL CONTIVOLS CORP., 1 73 Civ. 2518 (CES) 
Plaintiff, t 
- apadinst- : ORDER мүч: ту 
. ге Wave 
Defendants. : APR 34975 
caliph tare ana aiat CIM ee ылы ж 


^ judiyment having been entered herein against 
Robert L. Wesco on October 5, 1973, which judgment did not 


establish 4he specific amounts of damages recovered by the 


| 
"plaintiff Brom Robert L. Vesco; 


нып a judament having been entered herein against 


Whey hti p omn m nope min о те” mamada A 
7% ( 
t “4 
` 


>) d 4 
' bu pmet жə - 
Jg ee б | 
H Dar БАҒ”, +h Meare n ! е ee 
‘ , . "an P» Р ( 4 
4, En. 7% 5 E { 
2 or) Y а. қ è 
* # ` 4% f ve г. s 
ny a S № 4 | 
$ " є ue t ‘, ! 


EN ЯГ COUR RN ЕКИ 
818a 


| plaim- *f's right to prove and to recover other amounts pursuant 


| to tite judgment entered October 5, 1973. 


` | 
Dated: New York, Mew Yor?! 
April 3, 1975 


(819a = 821а) 
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Default Judgment against Bahamas Commonvealth 
Bank, entered March 31, 1975. 


7 een issued on the 7th day of September, 1973, and this te T ' 


эү, Order dated October 19, 1973, having authorized Joseph xi. A М 

Bi А $} в“ 
вой and David М. Butowsky to effect service of process һегәїп. Sr 2 
е ! "Me 
ай. datentait Bahamas Commonwealth Bank and such service ч í Z 4 


heen, eféected by Joseph A. Bondi and David M. Butowsky on the. қ з Р 


ies Gay. of October, 1973, and proof of such service having itu e Ji 
been filed in the office of ths Clerk е this Court on the Ith. 2; "i 
Mit Кш of January). 1974) and Е зн. d. 
M. Ns, " КЕМІ ы" 

dh Defendant Bahamas Commonwealth Bank, .aving EY 

t 

\, 


(ішікі pleaá, appear. mowe or otherwise defend with respect \ 
I titveComplaiirt herein, and the time for said defe t to appear} i 
e. | алам. ‘or othewise move having expired, and said de*..dant's | ) 

- =. | dafav. : having Seen noted and entered; | E Ж 
" i . t 


| 3s ts AND, а befault Judgment having been entered "le 


л n ay , galek defendarit Bahamas Commonwealth Bank on February 19, 192431 
А 
4% 1 i «р T 


ч 


n. 2 сағы 2 ld mm y A там - r 41 4 А À "f + № “4 ^, T ... ) 
xat dip iot sli Mes eno | 
Ln Eat Judgnenjs » АСАР ORI zy E odo sk кы. лг | 
МА ЛЬ, RECHVED 21255; 
e£ А VA can tH tiep —€— cou MAR P 8 107 Ca MAEDS АҰҚ, | 
vest M n а. ЖОАН : 
ЖЛ ` SOUTHER DISTRICT ay, NEW Yo ИИ STEWART 2754. 1 
ЖАҚЫ ў "T г | ЖҮ 
m |» ы... Т SERES s t ! т | 
^ ч - 
DÁ ке. 
‘ee петтнаме тонды CONTROLS CORP. , 4 
г Ж, Plaintiff, Civ. Action No. Ae 
AN "UY % eg 
БЕУ, 73 Civ. 2518 (CES) AU 
E p -aga£ist- t (; 4 vt 
jJ e Mn i Á fn " fo 
к Уч 
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RUBLE? L. VESCO) et al., JUDGMENT 
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MTS gi este 

ah n, Др». әже 
ae іш a This action having been commenced by the "TT \ А 
ы ET. 


af a Complaint on the 7th day of June, 1973, and an amended s: 


2. 
A 
< 

2 
an Ф» >> 
А b 


complaint faving been filed and an additional summons having NU 


5 
“ 
« 
— 


2. JUDGMENT ee e 


^ 


AR 
Ё 
IN 
E 
"M 
n e БӨЄ—-—-+ ————_——-——-— 
ыг "S tie re e 4 


И 7 7% , Ce тг iki а Аааа узе Sete is | 
" p Serin э. M io м, 5 


O ane ай ИН. ain inte Dan Lube by канын OF the Awts, 


TUE ni Bowne кі et tha чи it 4s den 


Py кш» м 
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ORDERED, ADJUDGED AND DECREED that the Clerk 


Б af tie Court enter judgment against defendant Bahamas 


* = ‚#5 %- 
Se all 


' Commonwealt® Penk in the sum of $500,000.00 with interest 
‚ у the money judgment book of this Court nunc pro tunc as of 
Do 19,, 1974. 
i 
(DATED: New York, New York 


November jetty 1974 


о. 5. р, 3. 


{ 


822а 


Order to Show Cause dated Мау 20, 1975, with supporting 
affidavit of Daniel L. Carroll. 


(822a - 842a) 


hereof, show cause before the Honcrable Charles E. Stewart, Jr. 
United States District, Judge, at the United States Courthouse, 
Foley Square, New York, New York, Room kc on the wth day of 
Мау, 1975, at /0:5с A.M. or as soon thereafter as counsel can be 
heard, why an order should not be entered herein pursuant to Rule 
69 of the екінше Rules of Civil Procedure and Rules 5021, 5225 


and 5228 of the New York Civil Practice Laws and Rules: 


(а) appointing a receiver to collect 
and sell any personal property лд which defen- 
dant Robert L. Vesco has an interest and to do 
any otner act designed to satisfy the judgment 
entered against Рореге L. Vesco and in favor 
of plaintiff in the above-entitled action on 
July 12, 1974 in “>г arouat o: $2,422,466.72 


and the jud Were. OY this court on 


Order to Show Cause 


823a 


STATES D 


1 ) І 
SOUTHERN DISTRIC 


STRICT COUT 
Т OF NEW YORK 


-against- : 2 
ROBERT L. VESCO, et Sing 
ре: .ndants. 


Upon the annexed affidavit of Daniel L. Carroll, sworn 


at €, " Р - dis . 3 " А 
фо Мау /7 ‚ 1975 and sufficient cause appearing therefor, it is 


ORDERED, that defendants Robert L. Vesco, Vesco б Со., 


Inc. and апу other party having an interest in the 5” “Десе matter 


the entry of said order, all shares of common 
stock of International Controls Corp. in its pos- 
session, custody or control including 846,380 
shares of dh stock held of record by defendant 
Vesco & Co., Inc. and 122,463 shares of such stock 


held of record by defendant Robert L. Vesco; 


(d) directing defendants Robert L. Vesco 
and Vesco & Co., Inc. to deliver to said receiver, 
within 20 days from the entry of said order, all 
shares of common stock of Fairfield General Cor- 
poration in its possession, custody or control 
including all shares of such stock held of record 


by defendant Robert L. Vesco; and 


(e) upon the failure of defendants Robert 
L. Vesco and Vesco & Co., Inc. to deliver th 


stock as required by (b) and (c) above, 


directing that International Controls Corp. 


Order to Show Cause 


824a 


Sevtember 11, 1974 in an action entitled Inter- 


national Controls Corp. v. Robert L. Vesco 


(74 Civ. 1558) against Robert L. Vesco and in 


favor of International Controls Corp. in the 


FfF <2 900 19 
‚900, 


(b) directing defendant Robert 1. Vesco 
to deliver to said receiver, within 20 days 
from the entry of said order, all shares of com- 
mon stock of International Controls Corp. in his 
possession, custody or control including 122,463 
shares of such stock held of record by defendant 
Robert L, Vesco and 846,380 shares of such stock 


held of record by defendant Vesco & Co., Inc.; 


(c) directing defendant Vesco & Co., Inc. 


to deliver to said receiver, within 20 days from 


tiff herein and against Robert Г. Vesco on September 11, 1974 in 


the amount of $2,900,000 remains unsatisfied; and it is further 


ORDERED, that personal service of a copy of this Order 


! 
‘and supporting papers upon Messrs. Hannoch Weisman Stern & Besser j 
2 
attorneys for defendaht Vesco 8 Co., Inc. оп or before May c, 


1975 апа that service by certified mail, return receipt requested, 
addressed to defendant Robert L. Vesco at 170 Denville Road, | 
Boonton Township, New Jersey 07005 and Brace Ridge Road, Nassau, 
2a3hamas, his last known addresses, shall be deemed good and sui- 


ficient servicc. 


Dated: New York, New York 
May >0, 1975 | 


y CHALLES t Cech, ЈР 


U.S.D.J. 


Order to Show Cause 825a 
be vermitted to cancel on its books all shares 


of its stock held of record py defendants 
Robert Г. Vesco and Vesco & Co., Inc. in sat- 
isfaction of the judgments referred to in (a) 
uem ы осаусактактба aoa hà - 
ing be held for the purpose of determining 
the value of such shares at the time of can- 


cellation, 


upon the ground that the judgment entered herein in favor of 
plaintiff and against Robert L. Јеѕсо on July 12, 1974 in the 
amount of $2,422,466.72 remains unsatisfied and that the judgment 
'entered by this Court in an action entitled International Con- 


"trols Corp. v. Robert L. Vesco (74 Civ. 1558) in fevor of plain- 


in support of ICC's application for an order, the effect of 


would be to assist ICC in satisfying, at least in part, the judg- 


;ment in the amount of $2,422,466.72 entered herein on July 12, 


‚ 1974 against Robert L. Vesco ("Vesco") and the judgrent in the 


| amount of $2,900,000 entered by this Court on September 11, 1974 


in favor of ICC and against Vesco in an action entitled Internat- 


ional Controls Corp. v. Robert L. Vesco (74 Civ. 1558). Specifi- 


cally, ICC requests that the Court appoint a receiver and direct 
defendants Vesco and Vesco & Co., Inc. ("Vesco & Co.") to deliver 
to the receiver ali shares of ICC stock in cheir possession, cus- 
tody and control including shares they own of record and, upon 
their failure to do so, pernitting ICC to cancel said shares on 
its books after which a hearing would be held in order to determin 
the value of such shares at the time of cancellation and thus the 


extent to which such cancellation satisfied the above-referred 


to judgments. The order requested would also direct defendant 


Irder 


UNITED 5 
SOUTHERN 
Fe PL Tg et RPE E O E E E E EES х 
INTERNATIONAL CONTROLS CORP., 2 
73 Civ.. 2518 (CES) 
, 

ROBERT T.. VESCO, et al., 

Defendants. 
Ыза а Кеа Ug e en x 


STATE OF NEW YORK ) 
> SS.: 
COUNTY OF NEW YORK ) 
DANIEL L. CARROLL, 


Жә I ап associated 


Kramer & Casey, attorneys 


plaintiff in the above 


entitled action. 


deposes and 


being duly sworn, 


with the firm of Shea Gould Cli 
for International Controls Corp. 


I submit this aff 


as 
э: 


ѕау 


епко 
("reor 


idavit 


| 


| the July 12, 1974 juagment is annexed hereto as Exhibit 


2 Following Vesco's default in answering the complaint, 
a default judgment was entered on October 5, 1973, which provided 
for the holding of a hearing to determine the extent of Vesco's 
liability to ICC. Following a partial inguest held on May 14 and 
22, 1974 and July 12, 1974, a judgment was entered in favor of 


ТСС and agairst Vesco in the amount of $2,422,466.72. A copy of de 


| Although ICC has attempted to collect on said judgment, it remains ! 


wholly unsatisfied. 
4. On April 8, 1974 ТСС commenced an additional action 
against Vesco and, upon his failure to answer the complaint there- 


in, a default judgment was entered on September 11, 1974 in the 


amount of $2,900,000. This judgment, a copy of which is annexed 


i 
1 
hereto as Exhibit "С", also remains wholly unsatisfied. | 


Order to Show Cause 827a 
Vesco to deliver to the receiver all shares he owned in Fairfield 


General Corporation. 


г This action was commenced on June 7, 1973. On July 3, 


1973 a preliminary injunction was eitered enjoining defendants 
Vesco and Vesco & Co. “from directly or indirectly using, selling, 
encumbering or otherwise disposing of. . .(i) 846,380 snares of | 
common stock of International Controls Corp. held of record by 
defendant Vesco & Co.; (ii) 122,463 shares of common stock of | 
International Controls Corp. held of record by defendant Robert L. 
Vesco and (iii) common stock of defendant Fairfield General Cor- 
poration owned and controlled by defendants Robert L. Vesco and 


Jesco & Co." А copy of said preliminary injunction order is 


annexed hereto as Exhibit "A". 


| record by Vesco & Co. and that such stock is an asset of Vesco 


Co., Vesco is the beneficial owner of the ICC stock пела of 
| which should be used to satisfy the outstanding judgments.  Doc- 

| uments submitted by Vesco & Co., in opposit:on to ICC's prelimin- 

| ary injunction motion which resulted in the July 3, 1973 prelim- 

| inary injunction make this clear. Thus, Vesco & Co.'s attorney, 

| Milton Н. Stern, stated, in а June 12, 1973 affidavit, a copy of 

i which is annexed hereto as Exhibit "D", that Vesco & Co. was 

| formed July 12, 1972 and that between July 21, 1972 and the end  , 
| of 1972 Vesco transferred 800,000 shares of ICC to Vesco & Co. 
return for 2,513 shares of $1,000 par value preferred stock 


Vesco & Co. and that the common stock (48 shares of Class A Voting 


| 
common stock and 20,000 shares of Class B Non-Voting common ed 
are owned by Vesco's wife, Patricia Vesco, as custodian for | 
Vesco's children. The action by the SEC against Vesco and others | 


nced on November 27, 1972 following a long investigation.: 


| | 
Order to Show Cause 828a i 
‘General stock held of record by defendants Vesco and Vesco & Co. 
| 

is located, it has to date, been unable to levy upon said stock | 
i! | 


' in order to satisfy its outstanding judgments. Therefore, ICC 


is seeking relief herein as authorized by $8-317(2) of the Uniform, 


T Commercial Code which provides: 


| "(2) A creditor whose debtor is the owner | 
| of г security shall be entitled to such ai. from | 
| courts of appropriate jurisdiction, by injunction 
| or otherwise, in reaching such security or in 
| satisfying the claim by means thereof as is allowed 

at law or in equity in regard to property which 

cannot readily be attached or levied upon by 

ordinary legal process." 


and Rule 5225 of the New York Civil Practice Law and Rules. 


| 
| 6. As to defendant Vesco & Co., it is ICC's position that, 
| although the judgments involved are against Vesco and not Vesco & 


pm 9 a е Ж PO Жан 


he complaint." In affirming that part of the July 3, 1973 pre- 


! 
! 
liminary injunction with respect to Vesco & Co. the Court of | 
Appeals concluded that the above recited facts “can hardly be | 


characterized as common, routine ог without the semblence of taint. 


| 
(490 F 2а at 1349). 


m 
| 
| 
| 
| 


8. Based upon the above recited facts, ТСС contends that, 


| 
| 


'аз a matter of law it is entitled to the relief requested herein. 


| РОР | 
|| However, should the court decide that a further hearing 15 necessary 
| to determine whether the ICC stock of Vesco & Co. should be used | 


| о satisfy ICC's judgment, it is respectfully requested that an i 


Рене be entered forthwith and prior to said hearing requiring 


| 
!Vesco & Со. to deliver its ICC stock to the receiver appointed. 


| 
| 
| 
Pr ERAN че | 
| 
| 


DANIEL L. CARROLL 


Sworn to before me this 
if day of May, 1975 


там | кол 
Meter, Public, So of Мет То 
فة‎ _-—__—_————————— 
Quilted in Kings County 71 
богет алт бэр”. March 30, ' ooa 


Order to Show Cause 


Thus, it is clear that at the time of Vesco & Co.'s formation and 
the transfer to it of s'-7k, Vesco was well aware of his pro- 
blems with the SEC and his ate liability to ICC for the 
atters complained of in the complaint herein as well as in the 


complaint in the other action brought by ICC resulting in the 


$2,900,000 judgment. On» additional relevant fact which was before 


iithe court on ICC's preliminary injunction motion is that Vesco & 


lco.'s officers consisted of Vesco's wife and his personal secretary, 


defendant Shirley Bailey. 


7. Based upon the facts before it, this court concluded in 
its Findings of Fact entered in connection with the July 3, 1973 


preliminary injunction order that "it appears that Vesco & Co. is 


a corporate alter ego for defendant Robert Vesco and was created 


T him during and after the perpetration of the fraud charged in 


| 


1. Enjoining, pende: .. lite, defendants Fairfield G.neral | 

Ж | Corporation, Fairfield Aviation Corpc-ation and i " 
| Skyways Leasing Corporation, their directors, officers, 

agents, servants, employees апа attorneys and those 

"a acting in concert with them, from prosecuting or 


a taking any steps in furtherance of (i) an action 

| 

entitled "Fairfield General Corporation, a New Jersey 
! corporation, Fairfield Aviation Corporation, a New 
Jersey corporation, and Skyways Leasing Corporation, 


a New Jersey corporation, plaintiffs, У. International 


Controls Corporation, a corporation of the State of 


| 

| 

| 

1 

} 

| 

і 

| 

: | Florida, defendant" pending in the Superior Court of | 
Hew Jersey Chancery Division, Essex County, and (ii) an | 

il 
' action entitled "Skyways Leasing Corporation, a New | 


Jersey corporation v. International Controls Corporation, 


u a Florida «. »oration", Docket No. L-28210-73, pending in | 


«-- 


! 
| 
! 
| 
ROBERT L. 
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T SOUTUERN акк Ы OF NEW YORK 


TATTIS DISTPICT COURT 


INT ‘ER ШЕРИ CONTRO ,S CORP., 


"Plaintiff, 


-against- 


VESCO, et al., 


Defendants. 


| 

| 
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il Plaintiff International Controls Corp., 
"mie э jenis Court by Order to Show Cause -ed June 8, 
ET % | 

огаег: 


„а 


having 


moved 


1973 for an 


- 


А 


PL 


T д 


" 4 
% 


(i'i) 


ants Robert L. Vesco and Vesco & Co.; * 


¦ defendant Robert L. Vesco; 


LI * 


common stock of defendant vaicftiold General 


Corporation owned or controlled by defend- 


"capital etock of defendant Fairfield Avia- 


tion corporation, a wholly-owned subsidiary 


e* ) 


‚ ОЁ detendant Fairfield General Corporation; 


capital stock of defendant Skyways Leasing 


‚ Corpor tion, а wholly-owned subsidiary of 


cvi) 


‘defendant Fairfield Aviation Corporation; 


a Boeing 707 (registered number NllRV) title 


to which is in defendant Skyways Leasing 

Corporation, or the procecds of the sale of 
the Boeing 707 if it has already been sold, 
or any other moneys ог assets of defendants 


Fairfield veneral Corporation, Fairfield 


e Р 


тт 2-2 to ноу саз se. 


* 


, аз Ges determi" ation of International 
controls’ Corp... v. Robert L. Vesco et al; and | 
Enjoin: ng, pendente lite, defendants Robert L. Vesco, 
Vesco & Co., Skyways Leasing Corporation, Fairfield 
ae Corporation, Fairfield Aviation Corporation, 
Frank G. Beatty, Joel Grady and Alwyn Eisenhauer, 
from, directly or indirectly, using, selling, encum- 


bering or otherwise disposing of the following prop- 


^ erties without the approval of the Court: 


(i) - .846,380 shares of common stock of Interna- 
КА 1 * , 
24-24% tional Controls Corp. held of reccrd by de- 


“. 


- Ыы fendant Vesco & -0.; 


«di 122, 463 shares of common stock of Interna- 


Ж. tional controls. Corp. held of record by 


Эре ее КОЕ трт wm eem NEU С 
" Ld 
x | nd insufficiency of the complaint; . 
" t 
45 


Aviation Corporation and Skyways Leasing Corporation having moved' 


~ ... 


phis Court orally (and by ‘memorandum of law in support thereof) for 


Жж | ) AND defendants Fairrield General Corporation, Fairfield 


Ew . pn order dismissing the complaint and all proceedings against them 
M the within action for lack of jurisdiction, insufficiency of ser 
р ce of process апа insufficiency of the complaint; | 4 
4 " AND defendant Alwyn Eisenhauer, having moved this Court 
LM ба Notice of Motion (undated) for an order quashing service upon 
ree defendant in the within action; 


NOW, upon reading the affidavits of David M. Butowsky, 


| 


sworn to June 7, June 18 and June 22, 19 14, of Allen M. Shinn, st f 
ы po June 6, 1973, o! Laurence Richardson, dte, Wott to June 7, 
| 1973 and Malcolm McAlpin, змо to June 7, 1973 in support of 
7 plaintiff's motions and the affidavit of Joel М. Grady, SwWCEn 
to June 26, 1973 in opposition to plaintiff's motion; the aifidavit 


} 
pf Milton M. Stern sworn to June 12, 1973 in support of Vesco & Co. | 
ы і 


n; and the affidavit of Howard A. Singer,sworn to Junc |, 


enn чтении 


i @rder to Show Cauge 832a : 
L Aviation Corporation or Sky уз Lcasing 
E * | 


4. 


52% «Corporation; and 


(vii) ‘any and all other assets or property of such 


^ 


! 

Жас 

d М” э, л , қ - p 
2 Bu 1 ; ы” . companies. oe j} 
гала by Order to Show Cause dated June 22, 1973 for an order en- ep 
SEMEN pendente lite, defendant Vesco & Co., Inc., its directors, 
онь, agents, servants, employees and attorneys and those act- 4 


= concert with it, from prosecuting or taking any steps in 


' 


furtherance of an action entitled "Vesco & Co., Inc. v. Lawrence 
B.. Richardson, Jr., et al.", Docket No. C-3448-72, pending in the 
Superior ‘Court of New Jersey Chancery Division, Bergen County, 

| 


ending final determination of the-within action. Ы 


| | р 
й іре 
| : 

| AL) defendant Vesco & Co., Inc. having moved this Court 


v À m 


Ы: | y-Notice of үү dated June 29, 1973 for an order dismissing the| 


- 


complaint and all proceedings in the within action as to said de- | - 
. 3 : 


15 E» HANE DM dmi c Чаан# eto any of кегуісе of process 


poration v. International Controls Corporation, a Florida cor- 


H 
» action entitled "Skyways Leasing Corporation, a New Jersey cor- 
| poration", Docket No. L-28210-73, pending in the Superior Court 


of New Jersey, Law Division, Essex County, pending final determi- 


| nation of the within action, and it is further | 
| ORDERED, that defendants Skyways Leasing Corporation, | 
! 
| Fairfield General Corporation, Fairfield Aviation Corporation, | 
| Frank G. Beatty, Joel Grady and Alwyn Eisenhauer are enjoined, | 
| pendente lite, from directly or indirectly, using, selling, encum- 
| bering, transferring or otherwise disposing of the following d 7 
| erties without the approval of the Court: 
| | ` (i) capital stock of defendant Pairfield Aviation | 
| Corporation, а wholly owned subsidiary of defendant Fairfiel? 


General Corporation; 


| (4i) capital stock of defendant Skyways Leasing Cor- 


| 
| 
| 


| 


| 
| 


| 


i Fairfield Aviation Corporation and Skyways Leasing Corporation, 


i . . о 
their directors, officers, agents, servants, employees and attorn- 


1973 in support of defendant Eisenhauer's motion; and said motions 


~ 
a 


LP Еу, булг Ye A Е В Р Apok (samt a 


| Stewart, and upon the opinion-2£-the омен Ше rty AL, 1973 


42 уйі ба т Cont (2,4 taser, Ао. 25 obey NUI xp 
it is h eby 2 Р 


having been heard on June 27, 1973 before the Hon. Charles Е. е | 
‘ 
| 
| 


ORDERED, that defendants Fairfield General Corporation, 


eys and those acting in concert with them are enjoined, pendente 
lite, from prosecuting or taking any steps in furtherance of (i) 


an action entitled "Fairfield General Corporation, a New Jersey 


. — «еч» . —— ت‎ —— — — — — -- 


corporation, and Skyways Leasing Corporation, а “lew Jersey corpo- 


ration, Plaintiffs, v. International Controls Corporation, a сог- 


poration of the State of Florida, Defendant" pending in the Super-! 


ior Court of New Jersey, Chancery Division,.Essex County, and (ii) 
i 
і 


(ii) 122,463 shares of comr^n stock of Internatıonal 


| Controls Corp. held of record by defendant Robert L. Vesco; 


| (iii) common stock of defendant Fairfield General a 
‘ | Corporation owned or controlled by defendants Robert L. | 
| Vesco and Vesco & Со.; WE, | 


| ала it is further 


ORDERED, that defendant Vesco & CO., Tice, its direct- 


ors, officers, agents, servants, employees and attorneys and those, 


| acting in concert with it, are enjoined, pendente lite, from 


D 


| prosecuting or taking any steps in furtherance of an action en- | 
titled "Vesco & Co., Inc. v. Lawrence B. Richardson, Jr., et al.^,| 

Docket No. ,C-3498-72, pending in the Superior Court of New ADU. 

‚ Chancery Division, Bergen County, pendinq final determination of | 

the within action; and it is further | 

ORDERED, that the motions of defendant Vcsco & Co., Inc., 


Fairfield General Corporation, Fairfield Aviation Corporation and 


. 
ноч 


we “ғ Ty Votum mr 
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| 834а . 26 | ; 
Қо” Aviation Corporation; , 5 d 
| Е (iii) а Boeing 707 (registered number NllRV) title... | 
} 


to which is in defendant Skyways Leasing Corporation, or the 
| 3 А er 
| proceeds of the sale of the Boeing 707 if it has already 
| been sold, or any other moneys or assets of defendants Fair- 


| field General Corporation, Fairfield Aviation Corporation or 


қ 24 


| and it is further 


| 
Skyways Leasing Corporation; | 


| 
| 
| 
| ORDERED, that defendants Robert Vesco and Vesco & Co., КО; 


| гос. are enjoined, pendente lite, from directly or indirectly us- 


| ing, selling, encumbering, transferring or otherwise disposing of: 


Controls Corp. held of record by defendant Vesco & Co.1 


. 
е е 


| (i) 846,380 shares of common stock of International 


| 


835а 
| Skyways Jeaning Corporation to dizmiss the complaint and all pro- | 
| cecdings in the within action, be, and the same hereby are denied | 
Ё all respects; and it is further т 7 | 


to quash service in the within action be, and the seme hereby is 


fl ; : ; 
| | ' . ORDERED, that the motion of defendant Alwyn Eisenhauer 
| denied in all respects. 


Dated: Мем York, New York 


‘July کہ‎ , 1973 


| 


h 

| 
| 

i 


| 
| 


cover of defendant Robert L. Vesco the sum of $2,188,354.93, 


plus interest on said sum at ate of 6% from March 1, 1973, 


ог a total 


tion therefor; and it is further ‘ | 
| 
| 
) 


1 


of $4,422 wee 7 and that plaintiff have execu 


ORDERED, ADJUDGED AND DECREED that plaintiff shall have 


the right to prove such additional loss, damage, cost und expense 


amount of $2,188,354.93; it is he: эу "14 
e^« H 

SP. 

ORDER. D, ADJUDGED AND DECREED that the plaintiff pe 1 


it has suffered by геазоп of the acts alleged in the corplaint, 


the amount 


be determined by the Court upon an additional hearing or hearings 


to be held 


Dated: New York, New York 
July /27 , 1974 


ЛЮБЫЕ 


vy ын 


} 
of such additional loss, damage, cost and expense tc | 
} 
| 
| 
tł 


as provided for in said October 5, 1973 judgment. 


Bu оО ЕЕ 
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STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


ао ok eae ai onal sic ail " 
INTERNATIONAL CONTROLS CORP,, : Civ. Action io. 
73 Civ. 2518 (225) 
Plaintiff, 
je ; M 
-against- : ал Шшәсменг 474 5 526 
pear ero. са ас сері 
uy Le m3 43! ы 
ROBERT L. VESCO, et al., V. MW CD 
y^ pt CNY 
^ ч a. d 24 
Defendants 1): ^ 


tX 
У 


А judgment having been éntered here 1 against Robert 


L. Vesco on Octoper 5, 1973 


AND this cause har ng peen brought on for partial in- 
quest before the Court oi. Мау 14 and 22, 1974 and July 12,1974, 
after the required notice was given to defendant Robert L. Vesco.: 


and plaintiff aaving offered proof establishing damages in the 


T 
т Фй —— A 


ө С, 


we c tee oe 


OP ww рун қар елу P — 4 жыға му ЧЕ. чыты эу, ES аай AM xw 


such service having been filed in the office of the Clerk of this 


Court on the 24th day of April, 1974; and | d 
| 
Defendant, Robert 1. Vesco, having failed to plead, | 
appear, move or otherwise defend with respect to the ccurplaint | 
herein, and the time for said defendant to appear, answer or | 
i 
otherwise move having expired, and said defendant's default | 


naving been noted and entered; 


AND, it appearing to the court that tnere is no just ! 


reason for delay in entering the within judgment against defendant 


Robert Lá. Мезсо; 


NOW, on motion of Shea Gould Chimenko & Kramer, attorneys 


tor the plaintiff and upon tn: sffidavit of Sheldon D. Соту, 


4. «worn to the ~ Ж day of August, 1974; it is noreby 


М сүй қ лее M.A’ o éte, e 9 .% АН а 
* Qe ctt ^o — --- we рор оет еф 
раната ча ее ә бімен 


. res .—- 
а ی ص‎ ee ee 2 M — at *- 
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UNITED STATENS DISTRICT COURT ( т, (OA 
SOUTHERN DISTRICT OF NEW YORK РА 
Же 19/4 


Ci 
Plaintiff, : 74 € 


сбои D 


SAKES NE CANE саде Че ан аа 
| 
oS... D «ui 

INTERNATIONAL CONTROLS CORP., . $ ук Сі ЎА. "24 

V. 
iv 


jo. 


1588 (CES 


f МАР; 
-against- : Даст 


JUDGMENT 
ROBERT L. VESCO, 


Defendant $ 


This action having been commenced by the filing 


complaint on the 8th day of April, 1974, and this cou»: by order 


dated April 9, 1974, having authorized David ! i owsky to ef- 


pete t$ Жо дан 
= un "BL REEL 


— 


of а 


fect service of process herein on defendant Rok rt L. Vesco by 


David м Rutowekv on the 17th dav of April. 1974. and nrnnF nf 


' 


| 
| 
| 
| 
| 
| 


А 
: 
4 


| 
| 
JUDGMENT ENTER p | 
Карса d 2 5 pen a T. ба | 


ERR 
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RS س‎ 
ORDERED, ADJUDGED AND DECREED that plaintiff have judg- 
ment адалт the defendant Robert Г. Vesco as demanded in the 
complaint h in; and it is further 


ORDERED, ADJUDGED AND DECREED that defendant Robert L. 


Vesco be and he hereby is, liable to the plaintiff 


for damages in 


the amount of $2,900,000 together with interest thereon, by 


reason of the acts alle: +i in the complaint hercin. 


Dated: New York, New York 
dA s 1974 


-.... 


| 
Stern & Besser, Esqs., Newark, New Jersey. Our firm has served 
as counsel for Vesco & Company, Inc., а Dolaware corporation. 
2. Vesco & Company, Inc. was formed on July 12, 1972, 
| 


to implement ап estate planning technique which had been formulate 


as early as 1968 by my firm along with Lybrand Ross Brothers & 

Montgomery, Accountants. Following certain tax rulings received 

April 26, 1972 and July 21, 1972, Mr. Vesco, between July 21, 197? E 
| and year end, exchanged 000,000 shares of ICC Сом n Stock owned 


| 
| Бу him for, in part, $2,513,000.00 in par value preferred stock | 


| of Vesco & Company, Inc. The par value preferred stock issued to | 


| Mr. Vesco was commensurate with the fair market value of the ICC 
|! 
! stock exchanged therefor appraised by an investment banker. 
3 р 
purpose and effect of the transfer of Mr. Vesco's stock to 


Vesco & Company, Inc. was to put an upper limit on the value о: 


Mr. Vesco's ICC holdings for estate tax purposes at the par value 


———————————— 
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INTERNATIONAL CONTROLS СОРО., 


. Index ` 
Plaintiff, 2 73 Civ. 2518 (CES) 
-against- $ AFFIDAVIT IN SUPPORT OF MOTION, 
TO DISMISS COMPLAINT FOR LACK 
ROBERT L. VESCO, ct al, t ОР JURISDICTION, EC. —— — 
Defendants. : 
------------------------------- х 


STATE OF NEW JERSEY) 
285: 
COUNTY ОҒ ESSEX ) 


MILTON Н. STERN, of full age, being duly sworn, statcs: 


1. I am а member of the firm of Hannoch, Weisman, 


| 
| 
| 
| 
| 
| 
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for Daniel Vesco, Anthony D. Vesco, Daun L. Vesco, and Robert B. 
Vesco, with one-fourth of said shares being held for each child. 
Similarly, Patricia J. Vesco es Custodian for each of the 
above-named children owns 20,000 shares of Class В Non-Votii'g 
Common Stock with one-fourth the said amount for each child. 

4. It is not now nor has it ever been licensea 
or authorized to do business in the State of New York; it 
does not now nor has it ever done business in the State of 
New York; and it does nct have nor hes it ever had any offices 
in the State of Nev York. 

5. Upon information and belief, Vesco & Company, Inc. 
was served in this mattcr only bv service upon the registered 


agent of the corporaticn in Delaware. Although plaintiff's 


f 
order to Show Cause 840a 


| 
| 
[ 
' 
| 
| 


future appreciation of such st 


non-voting соттоп shareholders 


l| URE Cammnan Genrer’ arr Ansa 


of the preferred stock (i.e. the 


ock 


hu 


^T) 


wap ry sd 
ігі 


ТСС stock at the date of the czchangc), 


to 


Ss = 


Inure 


Da*--1n1ia 


hereof, the record holdings of the stock of 
are as follows: Robert L. Vesco owns 2,513 
| $1,C0u.00 par valne preferred stock; the 48 


k g 


fair market value 


thus penaj 


| 3. Thus, the basic activity of Vesco 6 
| 


| consists of its ownership of the stock in ICC. As 


Vesco 


snares 


shares 


перу 


Sting any 


bencfit of 


of 


the 


Company, Inc. 


of the date 


& Company, 
of the 


of Class 


қ 

J 
^ 

/ 


А 


Іпс 


Crirctadian 


June, 17/5. 


; NES 25 ЈА 


/ ANNA WAITE 


NOTARY PUSLIC OF 1, 3, 


My Сет ton Uxpires Nov, |0, 1774 
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attorneys knew that ме were counsel 


“ессімей no notice whatsoover o 


rcstraining ordor. 


Sworn and Subscribed to 


before me this 12th day 
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Inc., 


0088-129 (102) 
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Supplemental Affidavit of Daniel L. Carroll, dated 
May 29, 1975. 


қ 
C 


facts in connection with ICC's application brought on by 


to show cause dated May ?0, 1975. 


2. Annexed hereto as Exhibit A is a copy of the complaint 


the action brought by ICC against Vesco on April 
gment against Vesco 


8, 1974 which 


in 
resulted in the September 11, 1974 default jud 


їп the amount of $2,900,000. 


sf agent that accord- 


е 2 : . 
3. { have been advised by ICC's transfer 
Е ICC stock held by 


ing to ICC's stock books, the certificate of С 
lates indicated and 


Vesco and Vesco & Co. were issued on the 5 


> indicated number of shares: 


үү + 3 


represent the 


50. .2mental Affidavit #44а 
UNITED STATES DISTRICT COURT 


DISTRICT OF NEW YORK 


SOUTHERN 


I? IATIONAL CONTROLS CORP., 
7-3 1 62 (СЕ5) 

Plaintirf, 
-against- $ LEMENTAL AFFIDAVIT 


STATE OF 1 “ORK 


) 
INTY OF NEW YORK ) 


DANIEL L. CARROLL, being duly sworn, deposes and say 


1. I am associated with the firm of Shea Gould Climenko 
Kramer & Casey, attorneys for International Controls Corp. ("ICC") 
plaintiff in the above-entitled action. I submit this affidavit 


in order to bring to the attention of the court some additional 


мг " 
Mati тол 2m 
Ж, Also, in a Claim Тп Intervention filed in an action 
presently pending in the United States District Court for the 
District of New Jersey, entitled Shirley E. Bailey, et al. v. 
United States, ICC „ -ей the following transfers of property by 
Vesco in the »eriod covered by the complaint herein and sought to 


have said conveyances set aside: 


(a) The transfer on July 14, 1972 of $26,400 


by Vesco and/or his wife to four purport 


trust accounts at American Nat! а! Bank ж 
) 
Trust Company under purported trusts set up 
in October of 197); 
| (b) The transfer of approximately $4,000 by 
4 


Vesco to himself as custodian for each of his 


Supplemental Affidavit 


DATE 


5/01/68 
5/01/68 
10/28/70 
10/28/70 
3/15/71 
3/15/71 
3/15/71 
3/15/71 
3/ 15/71 
3/15/71 
3/15/71 
3/15/71 
12/29/72 


DATE 


1 
7/21/72 
TRAT TR 
7/21/72 
17/21/72 


шр ودر‎ / у 


845а 
ROBERT L. VESCO 
СТР. NO. 


JU2542 
JU2543 
JU4413 
JU4415 
CU32139 
CU32140 
CU32141 
CU32142 
C75086 
C75087 
C75088 
CU32143 
JU5237 
TOTAL 


VESCO & CO., INC. 
CTF. NO. 


JU5150 
JU5152 
JU5155 


JU5157 
TISI 50 


350,088 
5,073 
5,073 
5,073: 
5 073 


Supplemental Affidavit 846a 
four minor children under the New Jersey Gifts 


to Minors Act to Custodian Accounts at the 
American National Bank & Trust Company between 


August, 1971 and December, 1972; 


(с) The transfer on or about October 22, 1971, 

by Vesco and his wife of three parcels of real 
property, all situated in the Township of Boonton, 
Morris County, State of New Jersey, and contain- 
ing 45 acres, 2.93 acres, and 9 acres respectively 
to Shirley E. Bailey, Ralph P. Dodd and Richard 


E. Clay, as co-trustees of the purported trusts 


referred to above; 


(d) The transfer by Vesco on March 2, 1973 of 


60,000 shares of stock of international Health 


Sciences, Inc. as follows: 


(i) 15,00C shares to Patricia J. 


Vesco, as custodian for Anthony D. 


Vesco; 


Patricia J. 


(11) 15,000 shares to 


as custodian for Dawn Lee 


Vesco, 


Vesco; 


000 


shares to Patricia J. 


ас custodian for Daniel W. 


15,000 shares to Particis и. 


as custodian for Robe: 


and 


Supplemental Affidavit 847a 


í** 


The transfer by Vesco in 1972 and 1973 a 


total of 96,876 snares of Fairfield General 


Corporation stock a follows: 


(i) To Patricia J. Vesco, as -usto- 


dian for Anthony D. Vesco: 1,159 shares; 


(ii) To Shirley Bailey, Richard Clay 
and Ralph P. Dodd, as trustees under a 
trust for the benefit of Ant' ‘пу D. 


Vesco: 23,060 shares; 


(iii) To Patricia J. Vesco, as custo- 


dian for Daniel W. Vesco: 1,159 shares; 


(iv) To Shirley Bailey, Richard Clay 
and Ralph P. Dodd, as trustees under a 
trust for the benefit of Daniel W. Vesco: 


23,060 shares; 


(v) To Patricia J. Vesco, as custo- 


а ап for Dawn Lee Vesco: 1,159 shares; 


(у-) То Shirley Bailey, Richard Clay 
and Ralph P. Dodd, as trustees under a 
trust for the benefit of Dawn Lee Vesco: 


23,060 shares; 


(vii) То Иа а d. Mreneo an uslo 


, 


dian for Robert Bruce Vesco; 1,159 shares; 


(viii) To Shirley Bailey, Richard Clay 
and Ralph P. Dodd, as trustees under a 


a j Q Robert Bruce 


Supplemental Affidavit 848a 
Vesco: 23,060 shares. 


As the court is aware, Shirley Bailey and Messrs. Clay and Dodd 
are defendants herein and Shirley Bailey is apparently an officer 


of Vesco & Co. 


— 


- " 


я ii LL dd 
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— DANIEL L. CARROLL 


Sworn to before me this 
094 day of May, 1975 
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Supplemental Affidavit 850a | 
UNITED STATES DISTRICT COURT ' 
SOUTHERN DISTRICT OF NEW YORK 


Хх ; 
ы " > t 

INTERNATIONAL CONTROLS CORP., 74 Civ. % EF 
i ! 
. . ы | 

Plaintiff, 

e B | 
-against- | 
} 
ROBERT 1. VESCO, COMPLAINT | 
Defendant. | 
-----------.-... .-..-.-.-.--х | 
! 


Plaintiff, Бу its attorneys David м. Butowsky апа 


Shea Gould Climenko & Kramer, for its complaint herein, alleges: 


1. Plaintiff International Controls Corp. ("ICC") is 


a Florida corporation having its principal place of business in 


Thomaston, Connecticut. At the times hereinafter mentioned, its 


shares were publicly held and traded. 


2. Defendant Robert L. Vesco ("Vesco") is a citizen of 
New Jersey who, on information and belief, maintains "ичн 
in New Jersey, The Bahamas, and Costa Rica.. At times relevant to 
the complaint herein, Vesco was the President and Chairman of the 
Board of Directors, owner of тоге than 24% с: the outstanding 
stock of ТСС, a. і exercised dc ance and control over its Board 


of Directors. 


3. The jurisdiction of this Court is invoked under 
28 U.S.C. Sections 1331 and 1332. The matter in controversy ex- 
ceeds the sum or value of $10,000 exclusive of interest and cost. 


The acts hereinafter referrcd to were transacted in interstate 


commerce and by use of the inails. 


Supplemental Affidavit | А 
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4. Іп or about August, 1968, an opportunity arose for 
ICC to purchase a substantial block of the outstanding stock of 
Empire Financial Corporation. At that time, due to various 


alleged business and legal considerations, ICC was unable to 


` 


consummate the contemplated purchase for its own account. There- 


à 
' 


fore, Vesco arranged to purchase said stock in his own name with 
t 
the expressed intention to hold said shares for resale to ICC. 


| 
5. From time to time following his purchase of the | 

Empire Financial Corporation stock, Vesco expressed to ICC his 
intention to pay to ICC any profit he might make on resale if | 
ТСС elected not to purchase such stock from him. This statement | 
| 

was made by him without any intention of carrying out such ex- 

| 
' pressed intention and for the purpose of retaining the stock р 
i with a view to resale for his personal profit. | 
| | 
6. Іп the early part of 1969, but prior to Мау, 1969, | 
| 
i 


specific arrangements were being made by Vesco and others for a 


resale of the Empire Financial Corporation stock in a public 


! 
! 


offering at a substantial profit.  Vesco omitted to inform ICC 
or its Board of Directors of the progress of these arrangements 
and of the substantial potential profit inherent in the owner- 
ship of the Empire Financial Corporation shares held by him, 
which profit was soon to be realized. Instead, he permitted ICC 
and its Board of Directors to continue in the belief that if the 
shares were resold, ICC would participate in any profit as herein- 
above set forth, and using his position of dominance over ICC's 


affairs, preyented ICC from calling upon him to either permit ICC 


to acquire the shares for resale or making specific arrangements 


Supplemental Affidavit 852a 
with him to share in the profit on resale as had been thereto- 


fore represented and promised by him. 


7. (a) In or about May, 1969, Vesco resold the 
300,000 shares of Empire Financial Corporation stock in a public, 
| 
; offering, resulting in a gain to him of $1,450,000. | 
i N (b) A further sum of $1,450,000 representing part | 
" of the gain on said sale was paid to other persons pursuant to | 
| 


j arrangements made between Vesco and said other persons. No part 


of said gain was received rv ICC. 


8. By reason of the foregoing, ICC has sustained 


paid. 


{ 
damage in the amount of $2,900,000, no part of which has been | 
| 

9. The matters hereinabove alleged constituted: | 

| 

| 


(a) A breach by Vesco of his fiduciary duty to 
! 


а ID. 


(b) An illegal fraud, scheme or manipulative 


Acvice practiced upon ICC in connection 


with the purchase and sale of the Empire 


Financial Corporat ion shares in violation 
of the Securities Mx change Act of 2934 and 
Rule 100-5 of the Rules of the Бесит it ios 


and Exchange Commission. 


нінен кіні өнім әгі mands judgment in the amount of 


, 


Suoplemental Affidavit 853a 
$2,900,000, together with interest and the costs of this action, 


or in the alternative, an accounting by Vesco for all profits 
received by him or others acting in concert with him arising 


from the wrongful transactions hereinabove set forth. 


SHEA GOULD CLIMENKO & KRAMER 


| a. 7 | 
Ae. EA \ М5 A. 
| A Member Of the Firm . 

қ Attorneys for Plaintiff 

i 330 Madison Avenue 

New York, New York 10017 


(212) 661-3200 


and 


DAVID M. BUTOWSKY 

Special Counsel to Plaintiff 
230 Park Avenue 

New York, New York 

4 (212) 725-5360 


Імтех мо, 73 Civ. 2518 (CES) 
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INTERNATIONAL CONTROLS CORP,, 
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~against- 
ROBERT L. VESCO, et al., 


Defendants. 


SUPPLEMENTAL AFFIDAVIT 


SHEA GOULD CLIMENKO KRAMER & CASEY 
330 MADISON AVENUE 
NEW YORK, N. Y. 10017 


MO 1-3200 


Supplemental Affidavit 


ATTORNEYS FOR Plaintiff 


855а 


Defendant Vesco & Co., Inc.'s Brief in Opposition 
to Order to Show Cause. 


nae & т РР -_ it 


DEFENDANT VESTO & CO., INC.'S BRIEF IN 
OPPOSITION TO ORDER TO SHOW CAUSE 


HANNOCH, WEISMAN, STERN & BESSER 
Attorneys for Defendant 
Уезсо & Co., Inc. 

744 Broad Street 
Newark, New Jerscy 07102 
(201) 621-8800 

-and- 
ARUM, FRIEDMAN & KATZ 
450 Park Avenue 


New York, Ncw York 10022 
(212) 371-3200 


On the Brief 
James J. Shrager, Esq. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
INTERNATIONAL CONTROLS CORPORATION, 
Plaintiff, 
-against- 
ROBERT L. VESCO, et al, 


Defendants. 


ta Cavs 


2518 


right to prevail. 
This Court is familiar with the procedural history 
and events to date and the same will not be set forth at length. 
Suffice it to say that at all times Vesco & Co., Inc. sought to 
participate and protect its right to be heard as to the merits 
of the claims against Robert L. Vesco, since it wits openly 
stated frc; the outset that ICC would attempt to sat 


claims against Vesco & Co., Inc. For example, on July 12, 1974, 


when this matter was before the Court upon partial inquest, 
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PRELIMINARY STATEMENT 


This memorandum is submitted in opposition to the 


application of International Controls Corporation (hi 


referred to as "ТСС") to, in effect, satisfy certain 


judgments against Robert L. Vesco by executing against 


1 assets 


of defendant, Vesco & Co., Inc. Two judgments are involved--on 


in the amount of $2,422,466.72 entered in ICC vs. Vesco, 73 Civ. 


2518 (CES) and the other in the amount of $2,900,000.00 in 


ICC vs. Vesco, 74 Civ. 1518. 


Both judgments are default judgments; in both 


cases 


plaintiff reccived its judgment without presenting proof of its 


сс оғ оғо о = ЧОЕ Чч е чи эй „Ам ` бан 


It seems to me that іп terms of the 
dollars, Mr. Carroll has told us what they 
and my notion is that this is reasonably cl 


"On the other hand, what you say sbout the 
merits concerns me. I think І am obligated 
give you a hearing on the question of consp 
and on the merits. I'd like to do it prompt 
What's your notion ^n it? 


"MR. ORLOFF: Within some reasonable ti 
period, your Honor. 1 don't mean month but I 
am talk .ng rtainly about several weeks. | 
would be ready on that." 
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the following colloquy took р). те between Mr. Orloff 


Vesco в Co., Inc.,and the Ccurt: 


representing 


"MR. ORLOFF: Your Honor, I should have an 
opportunity to put some evidence before thí 
Court also, and I would most respectfully say 
that I should have the opportunity to put forth 


evidence, not only as to the dollar fi 
any damage award, but also as to tho lial 
issue. 


"I realize that the plaintiff has taken 


contrary position in its memorandum, but, 
suggested tco your Honor in our memorandum, 
from the standpoint of Vesco & Co.'s poten 
vulnerability for any judgment against Ко} 
Vesco, and by virtue of the fact that thc: 
been a conspiracy alleged among a number of 
defe:dants, who have not had a chance to dı 
themselves as yet, on this issuo, no judym 


should be entered until that defense 15 put 


"тір (CÓMPIDT. г havo toco #hoiicrhi 


alleced, the correct and appropriate p! 
dant defaults is to consolidate the Fed | | 

| Procedure 56 (Ы) (2) hearing required to a 
the defaulting party with the trial against t п. 
parties. 6 Moore's Federal Practice, $55.06; Frow v. De La Р 
15 Wall 552, 21 L.Ed. 60 (1872); Davis у. National Mortgage Cory 
320 F.2d 90 (2d.Cir. 1963); Ferguson v. Barte] Brow Ln lo P- 


284 F.2d 855 (2d. Cir. 1960); 47 Am. Jw . 2d, Judgments, $1192 


(1969). In Frow v. De La Vega, supra, th T ! ! tat 
"The question is, whether tl Urb, 20 
such case as this, could lawfully make 4 
final decrece against o! de! 
on the merits, whil: the cause w 
лее ed against the othe | 


EXECUTIO.. 
DETERMINA 
LIABILITY 
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POINT I 


SHOULD BE DENIED UNTII 
TION HAS BEEN 
OF THE OTHER NAMI 


MADE 


The complaint in «is action 


of several defer 


ind a conspirac 


example of poten 


10.2 (1956). 


When 


4,1 + с 
чапа 5. 


y 


tial 


ice, $55.06; 1 


joint 


А group 


alleaed to coniu 


joint liabili 


Harper & Jam 


jiability of 


AS 


lie 


against him, and proceed wil | 

the answers of the other defendants. Th 
faulting defendant has merely li his TIT 
in court. He will not be entitled to servi 


of notices in the cause, m о ! i t 
in any way. He can adduce no evidi ; 

197 heard at the final. hea Lng. ju 1 

should be decided against tł ( 


merits the bill will be dismi 1 К bie 
, 


defendants alike -- the defaulter a we] ! 
othe ES. 
The log of the above ca 1: ! эр 


Lagai 
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be пс th this absurdity m 
there п it be one deci Gf 4 
t ning the charge of joint fr 
by th fendants, and anothe 
affirming the said charge, decl 
Di enti ly unfounded and dismi 
C laáinant's bill. And such 
it seems, did actually occur 1 
For, aft: this final decree a 
appellant, the court proceeded 
issues made by the answers ol 
dants, and decided the merit 
adverse] to the complainant, 
hi bil This fact is made t 
return to a certiorari sued o 
himself ees. ME 

"Such a stat of thinus 
absurd, as well as unauthoriz 

"The true mode of proc 
ma hk c a joint charge against 
and one of the makes default, 
enter a default and a formal d 


an 


intention of plaintiff to seck recovery against 


Vesco & Co., Inc. and in view of this Cou 


determination that Vesco & Co., Inc. is the alter суо o obert 1. 
Vesco. 

Thus, the position Vesco & Со., Inc. 18 XH 3 па] Т 
to that of а principal and surety,and Ve ) СО. In ‚ like a 
surety, has the right to contest the pri pal's. 12003 | | 
the principal defaults. A surety stands in the hoe t! 
principal and the surety generally has tho right to 

- 5 - 
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held on the merits that the complaint may b 


or in part should lead this Court t deny plair 
for ord: in aid of execution. 


POINT II 


DEFENDANT, VESCO & CO., INC., 


IS ENTITLED 
TO A HEARING ON THE MERTTS OF ICC'S CLAIMS 


AGAINST ROBERT L. VESCO. 


As noted above, Vesco & Co., Inc. сома!) 


assurances that it would have the opportunity of be 


the merits о 


ims against Robert L. Vosc 


2. m do ma AAA сисАа ажаевстгалрпсев меге 


(54 Е. а 
Casualty à 


Verkoop., N.V. 


(5th Cit 


National Bank 


t.p. 940%; Se« 
214 F. Supp. 949 
у. Alabama Stat 
Дл а LOM Ri 
of Ore ron, 44 г. 
mother example « 
& DO. EROS po 
V. Borchardt, 470 
ht in that case 


Un 


Ln 
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defense which the principal could asse: 
In Modern Brokerage Corp. v. 
plaintiff sued the defendant surety to 


bond for certain constru^tion work. Th 


m 


defense that the plainciff had refused 


proceedings, despite the principal's dem 


that the action should be stayed until 


compel arbitration of dispute: was give 


The Court upheld the surety's 


to raise that defense, which was in actı 


to the principal, for the "natural limit 


ound in the obl 


prov 1 its right to prevail. Unless a hearing as biebi Let 


held ICC, as we said in а prior briof, “will hav in 

t t too", for they would impute a jud t aq ۱ ‹ Соз, 
Inc. without ever having to prove the а j 
Judy nt 1$ based, 


on 


prev 


that 


of 
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certain property owned presently by defendant, Borchardt, but 
iously by defendant, Mensik. Borchardt asserted the defense 
the statute of limitations had run, and that ertain waivers 
limitation purportedly signed by Ме! re in fact fraudu- 
Р Mensik defaulted, however, апа t} United St ; ted 


1 
} 


chardt could по longer allege defenses "through" the 


ing party. 
) 


The Court rejected the Government's 


position, «a 
stated that Borchardt, as the grantee of the propert in question, 
could assert the above-mentioned defenses, despite tho fact that 
Mensik herself had defaulted. See also На ree Se | 11 ( у. 
Schulte 102 Ра. II4- (JED Cir.: 1952). 
To rule otherwise would be a travesty. LEC йл 


vey 
— 
155 
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Receipt of a copy of DEFENDANT VESCO & СО. NC.'S 
BRIEF IN OPPOSITION TO ORDER TO SHOW CAUSE is hereby 


acknowledged this 30th day of May, 1975. 


SHEA, GOULD, CLIMENKO & KRAMER 
Attorneys for Plaintif 


Fh 


By . /s/ Danicl L, Carroll 
DANIEL L. CARRO] 
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Plaintiff's Memorandum of Law in Support of Motion. 


(866a - 899a) 


MEMORANDUM OF LAW IN 
_ SUPPORT OF MOTION 


SHEA GOULD CLIMENKO KRAMER & CASEY 
arronwevs roa Plaintiff 
330 MADISON AVENUE 


New Үонк, N.Y. 10017 


а 69: - 3200 
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UNITED STATES DISTRICT COURT 
SOUTHFRN DISTRICT OF NEW YORK 


INTERNATIONAL CONTROLS CORP., 
Plaintiff, 
-against- 
ROBERT L. VESCO, et al., 


Defendants. 


73 Сат» 


2518 


(CES) 


Preliminary Statement 


This memorandum is submitted on behalf of Interna- 
tional Controls Corp. ("ICC") plaintiff herein, in support 
of its motion for an order, the effect of which would be 
to assist ICC in satisfying, at least in part, its outstand- 
ing judgments against defendant Robert L. Vesco ("Vesco") 
totalling over $5,300,000. More specifically, ICC seeks to 
utilize certain stock held of record by defendants Vesco 
and Vesco & Co. Inc. ("Vesco & Co.") to satisfy said judg- 
ments and in this regard seeks an order (a) appointing a 


receiver (b) directing defendants Vesco and Vesco & Co. to 


deliver to said receiver all common stock of ТСС and 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
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INTERLATIONAL CONTROLS CORP., 
га Cà 2519 (CES) 
Piaintiff, 
-against- 

ROBERT L. VESCO, et al., 

Defendants. 
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MEMORANDUM OF LAW 
IN SUPPORT OF MOTION 


Vesco and Vesco & Co. to deliver the stock involved 
to the receiver (Point II, infra). 

3. The power of this Court to set aside the trans- 
fer of ICC stock by defendant Vesco to Vesco & Co. 
(Point III, infra). 

4. The power of this Court to direct cancellation 
of the ICC stock on ICC's books in satisfaction of the 


judgment. 


The Facts 


This action was commenced on June 7, 1973 and named 


a total of thirty-two defendants including Robert L. Vesco 


and Vesco & Co.) twenty two of whom were named as defendants 
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Fairfield General Corporation in their possession, custody 
and control and (c) upon their failure io so deliver the 
common stock of ICC to said receiver, permitting ICC to 
cancel said shares on its books in satisfaction cf the out- 
standing judgments and upon said cancellation directing 
that a hearing be held to determine the value of said stock 


at the time of cancellation. 


This memorandum deals with the following questions: 
1. The power of this court to appoint a receiver 
(Point I, infra). 


2. The power of this Court to direct dofendants 


ъч сы уу усолу лы LV у 47У Fo A 1220727. іпе 
scheme alleged in the SEC complaint is said to have begun 
at least as far back as mid-1970 when Vesco and others com- 
menced preparation tc take over control of the IOS complex 
and continued through at least the date of the filing of 


the complaint in the SEC action. 


The complaint* herein contains eleven counts and 
alleges violation of the Securities Exchange Act of 1934, 
principally Section 10(b) and Rule 106-5, and charges Vesco 


with fraud, self-dealing, waste of corporate assets and br: ach 


* Although an amended complaint was served, the default judg- 
ment herein against Vesco was entered on the original complaint. 
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іп an action commenced by the Securities and Exchange Co 
mission on November 27, 1972 (SEC v. Vesco, et al. 72 Civ. 


5001). Аз the Court of Appeals noted in a prior decision 
in this action (International Controls Corp. v. Vesco, 490 
F.2d 1334 [2d Cir. 1974]), the complaint in the SEC action 
alleged 'a scheme of extraordinary magnitude, deviousness, 
and ingenuity in violation primarily of the anti-fraud 
provisions of the Securities and Exchange Act of 193* 
[and] charged that Robert Vesco masterminded end, with his 


cohor*s, implemented a plan involving the manipulation of 


the assets and securities of a number of corporations con- 


DO и чул Baan ЖИФа, жа лалы Йа», жб», Ял, лә c ал T 1d "^ ^£ ^ ^ SERA 2- 


ии жағ жы Gu UE < > gin m mq 
panies controlled by Vesco and his group for grossly inade- 


quate consideration. 


The above referred to transactions are alleged to 


have occurred between September of 1970 and June of 1972. 


Count II of the complaint relates to the Fairfield 


group of companies (i.e. Fairfield General Corporation, Fair- 
field Aviation Corporation and Skyways Leasing Corporation) 
and the now infamous Boeing 707. It is alleged that the spin 


off by ICC of Fairfield General in December of 1971 was engi- 


neered by Vesco for the purpose of acquiring for himsclf 


various assets of ICC including, ultimately, the Boeing 707 
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of fiduciary duty. The first count of the complaint relates 
to the series of transactions by which Vesco and his group 
took over control of IOS. It i’ alleged that the object of 
this scheme was to use the assets of ICC to gain control of 
IOS and then to arrogate to themselves control of IOS and 
its assets. Details of this scheme are alleged in рага- 
graphs 9 throvgh 17 of the complaint including the IOS loan 


agreement and amendments thereto in late 197), the purchase 


of a substantial block of IOS stock through an ICC subsidiary, 


the spin off of certain companies to which ICS assets had 


been transferred «с IOS shareholders including ICC ani the 


ROC mU o am а бл жаль Баса Bete © фах 


be reimbursed for all costs incurred in connection with 


Vesco's use of the Boeing 707 and had in the past been reim 


bursed for all such expenses. 


The Third Count alleges that the various transac- 
tions surrounding the acquisition of the Boeing 707 and its 
use by Vesco constitutod self dealing and was in breach of 
Vesco and his group's fiduciary duties as directors and/or 


officers of ICC. 


The Fourth Count of the complaint alleges that the 
acquisition and sale of stock and assets of IOS, the lease 


of the Boeing 707 and the contributions made by ICC to Skyways 


and Fairfield General were not proper to ICC's business and 
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which had been lavishly renovated by Vesco at ICC 


and which was cperated and maintained by Vesco at 


pense of ТСС. Тп connection with the dividend in 
Fairfield General it is elleged that Vesco and others 


Fairfield General to file a registration statement 


SEC which was materially false and misleading аз 
alleged in paragraph 20 of the complaint and furt 
Vesco and his group deceived ICC into continuing 
ments under the onerous lease for the Boeing 707 


Skyways and ILC and in declaring the dividend in 


making certain false representations to ICC that 


her 


beteen 


kind by 


ا 


would 


The transactions with respect to the Fairficld 
companies and the Boeing 707 are alleged to have occurred 


between November of 1970 and late 1972. 


The Eighth Count alleges that in connection with 
the scheme alleged in the First and Second Counts Vesco 
caused {CC to pay numerous legal fees which were in fact 
incurred in connection with Vesco's own personal business 
and that by reason of the wrongs alleged Vesco caused ICC 
to become a defendant in the SEC action and other legal 


proceedings which resulted in a further waste of corporate 


assets. 
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fulfilled no corporate purpose and constituted а waste а! 
divei 1 cf corporate assets. 

The Fifth Count of the complaint alleges certain 
facts relating to the conversion of the Boeing 707 by Vesco 


and others for their own use in derogation of ICC's rights 
and the Sixth Couat, seeking to have the lease for the 707 
declared void, alleges that the approval of said lease by 
ICC's b^ -d of directors was fraudulently obtained. The 
Seventh Count again reletes to the ng 707 lease and 
alleges that Skyways had breached said lease and deprived 


ТСС of the use of the 707 


fidland, in paying the dividerd in kind, failed to act with 
th. customary care and skill appropriate to a transfer and 
paying agent and was grossly negligent in failing to obtain 
proper corporate authorization from ICC to pay such dividend 


in kind. 


As can be seen from the above, the scheme alleged 
in the compiaint covered a period beginning in at least 
September of 1970 and continuing through late 1972. When 
Vesco, after being duly served®in this actior on July 30, 1973 
failed to appear to answer the complaint a default judgment 


‘as entered against him on October 5, 1973. This judgment 


decreed that Vesco account to ICC for all profits or gains 


Legal .je"orandu: 
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The Ninth Count alleges that in connection with 


the scheme cileged in the Farsc and Second Counts Vesco 
caused ICC to pay various improver fees, emoluments and 
benefits to others an лає such fees constituted corporate 
waste. 


In the Tenth Count it is allegc?3 that a total of 
$1,856,857 is owing to ICC under certain agreements calling 
for reimbursement to ICC for expenses incurred by Vesco on 


behalf of IOS and others. 


Finally, the Eleventh Count alleges that Marine 


In ассогдамсе with the October 5, 1973 judgment a 
partial inquest was held on May 14 and 22 and July 12, 1974 
which resulted in the entry of a judg.ent against Vesco for 
$2,422,466.72. The damages proven at the partial inquest 
related to amounts paid by ICC in connection with Vesco's 


use of the Boeing 707 for which it was not reimbursed. 


On April 8, 1974 ICC commenced an additicnal action 
against Vesco and, upon his failure to answer the complaint 


therein, a default judgment was entered on September 11, 1974 


in the amount of $2,900,000. 
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received by him or those acting in concert or with aiding 
and abetting hım in the transactions entered into by him 
with funds or property wrongfully held by him by reason 

of the wrongful acts set forth in the complaint and for all 
injury sustained by ICC by reason of the acts alleged in the 
complaint, that Vesco indemnify ICC for al? liability to 
others which it had or may incur by reason of the acts 
alleged in the complaint and that Vesco was liable t» ICC 
for all loss, damage, cost and expense arising from the acts 
alleg^d in tle complaint. The judgment furth?r provided for 
the holding of a hearing to determine said loss, damage, cost 


and evnense. said hearing to be held on notice to Vesco. 


tain assets including approximate] 970,000 shares of ТСС stock 
held of record by defendants Vesco and Vesco & Со. ‘the instant 
application is concerned with that stock, 846,380 shares of 
which is helc of record by Vesco & Co. and 122,463 shares of 
which is held of record by Vesco. The problem encountered by 
ICC in its attempts to levy on said stock in order to satisfy 
its judgments is that it does not know and has been unakle to 
ascertain the whereabouts of the certificate representing 

said stock. In view of the provisions of subsection (1), 


Section 8-317* of the Uniform Commercial Code, it is doubtful 


* Subsection (1) of Section 8-317 of the Uniform Commercial 
Code provides: 


"(1) No attachment or levy upon a security or any share 
or other interest evidenced thereby which is outstanding 
shall be valid until the security is actually seized by the 
officer making the attachment or levy but a security which 
has been surrendered to the issuer may bo attached or 
levied upon at the source." 
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Thus, ICC has two judgments totalling over $5,300,000 


against Vesc) which are totally unsatisfied. 


ARGUMENT 


Introduction 


E 
о 
| 


As the Court of Appeals recognized in its prior 


о 


cision іп this matter Vesco has, of course, fled the Unite 
States and has resisted all efforts to induce him to return. 


assets 


In an attempt to preserve and prevent the dissipation of 
vaeua 

of Vesco" which could Le uved to satisfy any judgmen: obtained 

herein, ICC moved, at the time it commenced the within action, 


for a preliminary injunction enjoining the transfer of cer 


upon this provision. 


The specific relief requested is authorized by 
Sections 5201, 5225 and 5228 of the New York Civil Practice 
Laws and Rules which are expressly made applicable herein 
by Rule 69(a) of the Federal Rules of Civil Procedure which 
provides in relevant part: 
"Тре procedure on execution, in proceedings 


supplementary to and in aid of a judgment, 
and in proceedings on and in aid of execution 


shall be in accordance with the practice and 
procedure of the state in which the district 
court is held, existing at the time the remedy 


is sought; ... 


-10-- 


Legal Memorandum , 


877a 


that any attempted levy on the shares would ре valid. 
However, subsection 2 of that section, in anticipation 
of a situation where the certificates cannot be located, 


further provides: 


"(2) A creditor whose debtor is the 
owner of a security shall be entitled to 
such aid from courts of appropriate juris- 
diction, by injunction or otherwise, in 
reaching such security or in satisfying 
the claim by means thereof as is allowcd 
at law or in equity in regard to property 
which cannot readily be attached or levied 
upon by ordinary legal process." 


The relief sought by ICC herein is predicated generally 


gpuegyeusst*ey wr di» ЧИРЛИ WP P uw 


rather than to а sheriff. 


" 


Although the appointment of a receiver is entirely 
a matter of judicial discretion, Drucker v. Drucker, 53 Misc 2d 
446 (Sup. Ct. Queens Co. 1967), it is clear that in the in- 
stant case, such an appointment is preferabie to other alter- 
natives. Clearly, since the location of the property involved, 
i.e. the share of ICC stock owned by Vesco and Vesco & Со., 
is unknown,more conventional methods of enforcing the judg- 
ment are unavailable. Also, in the instant case the court 
is highly familiar with prior procedures in this action as 
well as the related SEC action and has already appointed 


Special Counsel for ICC. By appointing a receiver, the court 
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POINT I 


THE APPOINTMENT OF A RECEIVER 
IS AUTHORIZED BY RULE 5228 OF 
THE NEW YORK CIVIL PRACTICE 

LAWS AND RULES  — 


CPLR Rule 5228(a) provides, in relevant part: 


"(a) Appointment of receiver. Upon motion 
of a judgment creditor, upon such notice as the 
court may require, the court may appoint a rce- 
ceiver who may be authorized to administor, col- 
lect, improve, lease, repair or sell any real or 
personal property in which the judgment debtor 
has an interest or to do any other acts designed 
to satisfy the judgment. ... if a receiver has 
been appointed, a court making an order directing 
payment, or delivery, cf property shall direct that 
Aarma n 4- ar ASaliuworw. hea made to the receiver 


CPLR Rule 5225 provides in relevant part: 


"(a) Property in the possession of judg- 
ment debtor. Upon motion of the judgment cred- 
itor, upon notice to the judgment debtor, where 
it is shown that the judgment debtor is in pos- 
session or custody of...personal property in 
which he has an interest, the court shall order 
that the judgment debtor...deliver any other 
personal property, or so much of it as is of 
sufficient value to satisfy the judgment, to a 
designated sheriff. Notice of the motion shall 
be served on the judgment debtor in the same 
manner as a summons or by registered or certificd 
mail, return receipt requested. 


(b) Property not in the possession of 
judgment debtor. Upon a special procceceding* 


Since a third party holding property of a judgment debtor 


is usually not a party to the action before the court, a 
special proceeding will usually be reauired. In the instant 
case Vesco & Co. is already a party and, therefore, no spec- 
ial proceeding need be instituted. 
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could retain some degree of control ovor 
by ICC to satisfy its judgments which we 
erable to having the ICC stock delivered 
which, as shown below, would be required 


5225 were a receiver not appointed. 


POINT II 


further efforts 
suggest is pref- 
to the sheriff 


under CPLR Rule 


SINCE THE COURT HAS IN FERSONAM 
JURISDICTION OVER BOTH VESCO AND 
VESCO & CO., IT HAS THE POWER TO 
DIRECT THESE DEFENDANTS TO DELIVER 
PROPERTY IN THEIR POSSESSION, CUS- 


TODY AND CONTROL TO THE RECEIVER 


vides that "[t]h? court may order any person to exccute 


and deliver any document to effect...delivery." 


Of course, in the instant case, ICC submits 
that subdivision (a) of Rule 5225 is applicable to prop- 
erty held by Vesco and subdivision (b) to property held 
by Vesco & Co. Also, as shown above, CELR Rule 5228 
permits delivery +о be made to a receiver rather than a 


sheriff. 


Moreover, under the authority of subdivision 
(c) of Rule 5225, the court may direct Vesco and Vesco 
& Co. to deliver any stock of ICC to the receiver. 5се 


6 Weinstein Korn Miller, New York Civil Practice 55225.21, 


=] 3« 
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commenced by the judgment creditor, against 
a person in possession 2r custocy of...per- 
sonal properiy in which the judgment debtor 
has an interest, or against a person who is 
a transferee of money or other personal pro 
erty from the judgment debtor, wher? it 15 
shown that the judgrent debtor is entitled 
to the possession of such property or that 
the judgment creditor's rights to the prop- 
ertv are superior to those of the transf 
the court shall require such person...-o 
deliver any other personal property, or so 
much of it as is of sufficient value to sat- 


ransrisrec 


isfy the judgment, to a designated sheriff... 


Notice of the »roceeding shall also be serv: 
upon the judgment debtor in the same manner 
as a summons or by registerod or certified 
mail, return receipt requested..." 


Subsection (c) of CPLR Rule 5225 further 


failing to report income оп which more that $1,500,000 in 
taxes was owing and was then a resident of Nassau, Bahamas, 
although a United States citizen. In affirming the order 
directing Ross to turn over the stock to the receiver, 


the Court of Appeals stated: 


"The District Court's order to Ross to 
turn over his stock certificates to the receiver 
was not in excess of the court's statutory auth- 
orization. The court had personal jurisdiction 
over Ross, acquired by personal service of sum- 
mons on his authorized agent. Personal juris- 
diction gave the court power to order Ross to 
transfer property whether that property was 
within or without the limits of the court's 
territorial jurisdiction. See New Jersey v. 
City of New York, 283 U.S. 473, 482, 51 5. Ct. 
519, 75 L. Ed. 1176 (1931); Massie v. Watts, 
6 Cranch 148, 10 U.S. 148, 3 L. Ed. 181 (1810); 
Marshall v. Turnbull, 32 F. 124, 125 (C.C.E.D. 


«ій» 
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p. 52-380. 


In addition, the fact that the 


ні 


СС stock held by 
Vesco and Vesco & Co. may be outside of the jurisdictional 
limits of the court does not prevent the court from enter- 
ing an o:der as permitted by CPLR Rule 5225(c, in that the 
court has in personam jurisdiction over both Vesco and Vesco 
& Co. In United States v. Ross, 302 P. 20 831 (20 CF; 
1962), the government sought and obtained from the District 
Court an orde- appointing a receiver and directing the 


defendant (Ross) to transfer to the receiver shares of 


stock he held in two corporations. Ross was charged witn 


Р. 2а 564 (1945), cited with approval in the 
Comments to § 42a-8-317 of the Code, wherein 
an Oregon court enjoined the transter of a 
security in a safe deposit box in the State of 
Washington. 


[2] In addition, this Court has personal 
jurisdiction over the defendants and, if justice 
and the reasonable demands of the situation 
warrant, may order the defendants to do or 
refrain from doing, certain acts in another 
state. Restatement (Second), Conflict of Laws 
§ 53; Columbia Nastri & Carta Carbone v. Colum- 
bia, Ribbon & Carbon Mfg. Co., 367 F. 2d 308, 
313 (2d Cir., 1966). 


Injunctive action by this Court find pre- 
cise support in a recent decision by а Connect- 
icut Superior Court judge in Olin Corporation 
v. L. C. Liquidating Corp., Dkt. No. 17273, 
Superior Court for Fairfield County (December 
15, 1971), Judge George sustained an injunction 
prohibiting the corporate defendant from trans- 
ferring, selling or in any other manner dis- 
posing of the capital stock owned by it in a 
wholly owned subsidiary, a Nevada corporation. 
The court further ordered that the shares о: 


eife 
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N.Y., 1887); S. E. C. v. Minas De Artem 


S.A., 150 Р. 2d 215 (9th Cir., 194°): 
ment, Conflicts, SS 94, 97 and Comment 


(Tent. Draft No. 4, 1957)." (302 F. 2d 


In Fleming v. The Gray Manufacturi 


352 F. Supp. 724 (D. Conn., 1973), the cour 


tiff's motion to attach certain stock in orde 


satisfaction of any ,udgment that might be 


"...in a proper case the creditor of a 
owner may seek the equitable aid of a 

competent jurisdiction to gain ccntrol 
security which cannot be readily attac 
means of the ordinary procedures provi 
in law. Gee Hodes v. Hodes, 196 Or. 1 


entered, 


sccurity 
court of 
Gor а 

hed by 
ded for 


02, 155 


in personam jurisdiction over both Vesco and Vesco & Co. 
can direct the delivery of property by them to a receiver, 


regardless of where that property is located. 
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stock in Nevada be delivered 
icut sheriff in order that t 
subject to tne plaintiff's foreign attachment." 


See also: Humble Oil and Refining Co. v. Copeland 39 8 
мыйын Modica cR Ans NR - „> d اه‎ бел Sm od , е 


F. 2d 364, 367 (4th Cir., 1968) and Douglass v. First 


National Realt 


Corporation, 351, Е. Supp. 1112, 1148 


(Dist. of Со1., 2972), which involved а supplementary 


proceeding under Ru’? 69 which sought to satisfy 


а jnudg- 


ment prev; usly entered. 


In view of the foregoing, we respectfully sub- 


mit that there can be no question that this court, having 


At the hearing, held at the request or Veseco а v» 


subsequent to the adoption of its Findings and Conclusions, 
the Court below made the following statement in connection 


with the above quoted Findings: 


"I concluded, on the basis of material 
which is before me . . . that Vesco & Co., 
Inc. was at least for purposes с! tempor- 
ary relief a creature of Robert Vesco. 


eé Ж. 
"I thought Vesco & Co., Inc., at least for 
purposes of temporary relief, was presump- 
tively closely enough associated with Robert 


Vesco, and I believe ought to be dealt with 
in that respect." 


After reviewing the facts upon which the above 


concluded 


recited finding was based, the Court of Appeals 
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POINT 111 


UNDER THE FACTS PRESENTLY BEFORE 
THIS COURT THE TRANSFER OF ICC 

STOCK BY VESCO 10 VESCO & CO. IN 
LATE 1972 SHOULD BE DISREGARDED | 


& Co. is Vesco's Alter go 


The Findings of Fact adopted by the Court on 


preliminary injunction notion in July of 1973 stated: 


"On the papers before the Co:rt it ap- 
pears that Vesco & Co. 15 а corporate 
alter ego for defendant Robert Vesco and 
was created by him during and after th 
perpetration of the fraud charged in the 
complaint." 


LC 


offered t« it, was as follows: Aside fiom the fact that 
it has the same name аз Robe.t Vesco, Vesco 8 Co.'s abut -S 
consists entirely of property (i.e., the ICC stock), con- 
tributed to it Бу Vesco and membe.s of his fa:ily. Vesco 
& Co.'s basic activity consists of the ownership of that 
ICC stock and, it apparently engages in no other activity. 
Thus, Vesco & Co. has no real bisiness purpose and serves 


no business function other than holding Vesco's ICC stock. 


In addition, Vesco has complete control over Vesco 
& Co. He owns all of the preferred stock and the common 
stock is owned by his wife, as custodian for his children. 
Its nagement consists of his wife and his personal secre- 


tary, Shirley Bailey, also a defendant herein. 
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that заза iacts "can hardly be characterized as common, 
routine or without the semblence of taint." (490 F. 2d at 


1349). 


Thus, both this Court and the Court of Ap»eals 
concluded that the corporate entity Vesco & Co. should, for 
the purpose of the temporary relief requested, bc sre- 
garded and that Vesco & Co. should be treated as ií it were 


Robert Vesco. 


The evidence before the Court on the preliminary 
injunctioi, motion, which evidence counsel for Vesco & Co. 


declined to attempt to rebut at an evidentiary h^aring 


(10th Cir. 1964); In re Gibraltar Amusement, LEQ., 271 Г. 44 
22, 24 (2d Cir. 1961), cert. den. 368 U.S. 925 (1961); Henry v. 
Dolley, 99 F. 2d 94, 97 (10th Cir. 1938); Dunnet v. Arn, 71 
F. 2d 912, 928 (10th Cir. 1934); Boatright v. Steinile Rodeo 
Corp., 46 F. 2d 385, 388 (10th Cir. 1931). Ог as was 
graphically stated in Malon y Tank Mfg. Co. v. Mid-Continent 
Petroleum Corp., 49 F. 2d 146, 150 (10th Cir. 19311. a “Sor 
porate entity may be disregarded if it is apparent that a 
wrongdoer -s undertaking to use it to play hide-and-seek with 


an injured party." 


It has been said that the decision as to whether 
a corporate form should be disregarded “should rest on the 


effect that the manner of doing business has on the particu- 
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We respectfully suggest 


facts are the classic elements of a corporate alter eyo 

which may be disregarded if its recognition would result 

in fraud, illegality, injustice or tne defeat of pu 

policy. Zubik у. Zubik, 384 F. 2d 267, 272 (3rd Cir 1967) 

In re Penn Central Sccurities Litigation, 335 F. Supp. 10 

1035 (F.D. Pa. 1971); Pasos v. Ferber, 263 Е. Supt 77, 

881-82 (M.D. Ра. 1967), aff'd 386 и. 2а 4: (3rd Cic. 1967). 
It has long been the rule *hat a corporate entity 

пау be дізг ғдагдеа in cases where not to do so wouid pro- 

tect fraud Sell v. Uniced States, 336 Е. zd 467, 472 


886a 


that the 


disregarded against the responsible 
parties.' 1 Fletcher Cyc. Согр., 
Perm.Ed. §44; Cf. In re Gibraltor 
Amusements, Ltd., 291 F.2d 44 (28 Cir: ti 
cert. denied, 368 U.S. 925, 82 S.Ct. 
360, 7 L.Ed.2d 190 (1961). In this 
case, we note that ICC's letailed alle- 
gations of fraud against Vesco, person- 
ally, have now ripened into a default 
jucgment. Moreover, the virtual iden- 
tity of interest between Vesco and Vesco 
& Co. is uncontroverted, as is the fact 
that Vesco actually transferred his ICC 
common stock to Vesco & Co. at a time 

о when he was actively engaged in his 
allegedly fraudulen. scheme." (490 F. 2d 
at 1350). 


We respectfully suggest that to recognize Vesco 
& Co. аз a corporate entity would clearly prejudice and 


operate as a fraud on ICC in that the ICC stock held by 


Vesco & Co. is, apart from Vesco's own ICC stock, the оп] 
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lar transaction involved," and that the doctrine of pierc 


the corporate veil "is designed to prevent a person Irom 


40119 injury and then escaping responsibility by hiding 


T 


behind a corporate shield." Plumbers & Fitters, Local 761 


v. Matt J. Zuich Const. со., 418 Е. 2d 1054, 1058 (9th 


Cir. 1969). 


Recognizing the above recited principles, the ¢ 


of Appeals in its prior decision herein stated: 


"Although we need not labor the princi- 
ple that the law will ordinarily treat 
che corporation as an entity distinct 
from its shareholders, it is oqualiy 
well-established that ‘whenever it i 
necessary to relieve or to protect 
Enam frande. the corporation may be 


ir? 
JUULIL 


redress to thos? injured by such fraud. Ves» has; how- 
ever, attempted tc frustrate this policy by transferring 
what may be the only asset available to provide redress 


to those injured to г corporate ego. 


Moreover, as shown below, Vesco's transfer of his 


ICC stock to Vesco & Co. is, under accepted principles of 
law, fraudulent as to ICC and, therefore, voidable. In 
this regard, it should be recalled that the transfer of 
this stock took place between July and December о! КӨЗ at 


a time when Vesco was being investigated by the SEC with 


respect to the wrongdoing alleged in the complaint. 
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asset which appears to be available to satisfy ICC's judu- 
tne E ия aaa 


ments against Vesco If this stock is not available 


жаз. _ 


satisfy said judgment, Vesco would in effect be insulated 


from liability for the fraudulent acts alleged in the con- 


plaint . 


This alone, we submit, mandates the conclusion 
that Vesco & Co. should be disregarded and that it ought 
to be dealt with as if it were Robert Vesco. Vesco has 
респ found to be liable to ICC by reason of serious vio- 
lations of the Federal securities laws. Clearly, the 


policy of the securities law is to compensate and offer 


against Vesco prior to the time at least some of the trans- 
fers were made aid all of the transfers were made at а tim 
when Vesco was being investigated by the SEC. Also, as a 
result of the SEC action, other litigation was commenced 
with respect to the acts complained of herein. Morecver, 


Vesco's efforts to escape the jurisdiction of United Stat: 


wourts are notorious and need no elaboration. While th: 
guestion of intent may be a factual one, the nature of thi: 
*The provisions of the New York Debtor and Cr2ditor Law cited 


herein are identical to provisions of the Unirorm Fraudulent 
Conveyance Act. 
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(B) The transfer of the ICC stock to 
Vesco s Co. was fraudulent under 
New York Debtor & Creditor Law, 
§276 


The New York Debtor & Creditcr Law, 52 


e» 5 } 
76, pDrovacd 


і 


"Every conveyance made and every opliga- 


tion incurred with actual intent, as 
guished -rom in presumed in lav, 


distin- 
to hin- 


der, delay or aefraud either present or 


future creditors, is fraudulent as to 
present and future creditors." 


Thus, if the transfer of ICC stock was 


both 


made with 


intent to hinder, delay or defraud creditors, then 16 15 


the statute It is submitted that the intent to 


clear from Vesco's conduct. Thc SEC action wes 


dei raud 


commenced 


the 


withir 


were made in late 1959 and early 1960 and were claimed to 
be repayments of the loans. Тһе court held such сопуеу- 
ances to have been fraudulent, stressing the fact that the 
transferee corporation was owned by the McKee family. Herc, 
too, Vesco transferred the assets in questior to a corpor 
tion controlled by nis family, and he obviously would hav 
access to the assets of the сог oration. 


In Altman v. Finkel, 268 App.Dav. 666 (Ist Dep't: 


1945), aff'd 295 N.Y. 651 (1945), the debtor transferred 
virtually all his assets to a corporation, tli Li ot 

which was held by his wife, and at а time when | wad num 
ous creditors. Plaintiff, however, did i; | ome a credit 
or of the debtor until some two years later. T ourt held, 


қ. 
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transaction, in which substantial assct: 


to a family hoiaiiud company at the time his creditors vore 


closing in on him, would certainly demonstrate fraudulent 


^r 


intent. In Sahley v. Tipton Conpany, 4 F.Supp. 

Del. 1967), aff'd 386 F.2d 450 (3rd Cir. 1967), 

creditor of one Mark McKee sought to reach assets 
transferred to a corporation wholly owned by McKees' 
ren. While che corporation was establisned in 1957, 
years before the business relationship between plaintiff 


and McKee commenced, McKee "borrowed" at will from the 


corporation, thereby having free access to the corporution' 


assets. The transfers which the plaintiff sought to void 


mass EPI ESS. ee 


many facts and circumsctanc: ' 

'badges' of actual fraudulent intent." : 

Div. at 668-59. 
The court further held that the fraudulent intent tended ti 
future creditors, including the paintifi 

In Campbell v. Baron, 268 App. Div., 324 (3rd Бер", 
1944), motion granted 294 N.Y. 702 (1944), the court th 

transfer without consideration by one then debtor y 

sumed frauduient. Тһе only consideration rece} 1 
was stock in a shell corporati¢ which had по t 
than the ICC stock transferred. 

There is ample evidence hor: | ы 
fraudulent intent. Тіс lack of considera үл; ЧЕН T 
other efforts by Vesco to escape civil potent 1111 


the fact that the transfere: 


liability, 


Légaa 
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Е 5007 ranster А ОЈ 
әкет: reditors. As to th 


" 


Even prior to the aa 
276, the existence of an 
1 


/ 
e , 
defraud present or future crc 


conveyance of property with t 


as to such creditors. 


(Re М 
pare II, cho УТ ELE. ТЕ C 


М.Ү. 164: Young v. Heermwans, 


Dewet et al. v. Moyer et al., 
Breese et al., 81 N 


et al. №, 
XV. Russell et al., JOL N.Y. 

established by these cariic? 
the question of frauculent i! 


of fact and not ӨТ Iw; AC 


or fraud in fact, like any otl 


shown by circumstantial ovid: 


"CT. +h nracant rocograda 


тгацасаен с AHVOHVM ок O wee?" 
be applicable, since it requires по showing of intent 
This was well stated in Gafco Inc. v. HDA M rcantile Corp., 


47 Misc. 2d 661 (Civ. Ct. 1965): 


"Although it is reasonably clear that, 


if there is not evidence sufficient ! 
itself to show actual intent to dol! b 
a conveyance or assignment cannot | 

aside under section 276 ol th Deb te | 
Creditor Law, section 273 15 founded T 
another theory, which is that trai: ! 


by an insolvent is fraudulent 1ггебр. 

of any actual intent. And we think tli 
means that if one indebted makes a volun 
tary transfer, it is presumed, in the ab” 
sence of some proof to the contrary, that 
he was then insolvont. (Cole v. Tyler, 65 
N.Y. 73; Smith v. Reid, 134 N.Y. 568; 


Kerker v. Levy: 206 N.Y; 109)." 47 Misc. Ad 
at 665. 
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“Every conveyance made ana 
gation incurred by 4 person 
will be thereby rendi 
fraudulent as to cr 
gard to his actual 
ance is made or the 


curred without а fa 


Even if the court were to find 


Sis а ۹ FP RT E lhe 


feelings. It must be ove:core Бу 
circumstances showing on their face 

that there cou.d have been no bid 

intent, such as that the 911% was a 
reasonable provision, and that the . 
debtor still retained sufficient 

means to pay his debts. he can no 

more delay his creditors by sucl 

voluntary conveyance than he can 

actually defraud them.' 


"Thus it appears that the presumption has 
no relation to actual fraud and cannot be met 
by proof that such mala fides did not exist 
Judge Cardozo in GaNun v. Palmer, 216 N.Y. 
611, 111 М.Е. 223, said that 'a transfer with- 
out consideration by one who is then а debtoi 
raises a presumption of fraud. The creditos 
may stand upon that presumption until it 1: 
repelled. It is not for him to show what other 
property was retained.' We think that section 
273 embodies this judge-made presumption as a 
backgrcund." (90 I. 2d at 328-355) 


another 


case involving transfers of assets 
wife, the court, after reciting 273, tated 
"Now, there is a rule cf 
in the New York courts that V 
conveyance made when the guaran 
a2bted is presumptivelv írauauit: 
+hink this means that, if one in 
makes such a transfer, it іс p? 
the abserce of some proof to thi 
thac he was then insolvent. Col 
65 N. Y. 73; Smith v. Reid, 134 N 
2] М.Е. 1082; Kerker v. Levy, 266 
99 N.E. 181; GaNun v. Palmer, 21 
140 W.B. 223. Ia Cole wv. Tyler, 


Li Feist V. Druckerman, 70 P. 2d 
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78, it was said: 


'This presumption * * * 15 


be overthrown by mew eviden 
good intent or generous im 


(2 
о the 
4 Y 
{ 1) 4 ! 
А Y 
e 
t 
LE. T 
1a 4 
ӘРІ ( 
шие, 
contri 
vi ` 
M nbi 
dx A 
i*. 15 
N.Y 
65 iN 
to 
of 
ses ОТ 


уезсо to place nimseir peyunu viv SEGLE ZE ews 
The conveyance of the ICC stock to Vesco & Co. is but on 
example of such transfers. Given such íacts and the abov 


law finding of a violation of S 273 is warranted. 


There can be no question that ICC, as а crediton 
of Vesco, has standing to assert the fraudulent nacure ol 
this convevance. Section 270 of the Debtor and Credito 


Law defines "creditor" as 


"'Creditor' is a person having any claim, 
whether matured or unmatured, liquidated оз 
unliquidated, absolute, Lica or contingent." 

and "Debt" as 
А "'Debt' includes any legal liabi lity whether 


matured or unmatured, liquidaica, absolute, £iXced 


or contingent. 
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As to the insolvency language in 


return of an execution unsatisfied efter 


1 
B 


vise fraudulent is prima facie proof of insc 


debtor has the burden of showing that he ha 


* 7 


assets to pay the judgment, Berat v. 


an apparently lavish level outside the Unit 
es 1 


not negate insolvency, since he may stil 


(Sup. Ct. On. Со. 1948); Selyson v. Sanan 


(8.D.N,Y. 1941). Апа tte mere fact that 


assets and thus be insolvent. 


Here, we have evidence of а conci 


olver 
Su 
, 
, >. 
'O 
1 òl 
7 } 
ntrat« 


of the debtor--creditor law. 


And even if ICC were not a creditor at the time 
of the transfer (as it clearly was), the Sahley and Altman 
cases cited above show that if the transfer were fraudulent 
as to future creditors, plaintiff would have standing to 


challenge it hereunder. 


Finally, Section 278(1) of the Debtor and Creditor 
Law sets forth the remedies available to a creditor in the 


situation at hand: 


“Where a conveyance or obligation 15 
fraudulent as to a creditor, when his 
claim has matured, may, as against any 
person except a purchase! for fair con- 


Thus, there is no necessity that the claim be reduced to 


judgment at the time of the conveyance, Sos. Milion Athena 
v. National Bk. of Greece, 281 N.Y. 282 (1939). The acts 
complained of in the complaint herein all took place prior 


to or concurrent with the transfer to Vesco & Co. in late 


1972. The acts complained of in the other ICC action against 


Vesco which resulted in the $2,900,000 judgment took place 
in 1968 and 1969 and involved Vesco's depriving ICC of a 
corporate opportunity. Thus, since the acts which gave 
rise to ICC's claims and resulted in the judgments occurred 
prior to the transfer to Vesco & Co., ICC is clearly a 


"creditor" for the purpose of the above quoted provisions 


"а. When in exchange for such property, or 
obligation, as 3 fair equivalent therefor, and 
in good faith, property is conveyed or an ante- 
cedent debt is satisfied, or 


"b. When such property, or obligation is 
received in good faith to secure a present 
advance or antecedent debt in amount not 
disproportionately small as compared with 
the value of the property, or obligation 
obtained." 

Clearly, Vesco & Co. did not purchase the ICC stock "with- 


out knowledge of the fraud" since the corporation is owned 


and controlled by Vesco and his wife. 


For all of the foregoing reasons, we respectfully 
submit that, as a matter of law, the transfer of his ICC 


stock by Vesco to Vesco & Co. was fraudulent as to ICC and 


should, therefore, be disregarded and set aside. 


Legal Memorandum 


396a 


sideration without knowledge of the fraud 
at the time of the purchase, or one who 
has derived title immediately or mediately 
from such a purchaser. 


"а. Have the conveyance set aside or 
obligation annulled to the extent песеѕ- 
sary to satisfy his claim, or 
"b. Disregard the conveyance and attach 
or levy execntion upon the property conveyed." 
It is clear that Vesco & Co. is not a purchaser 
for fair consideration, which term is defined in S272, as 
follows: 


"Fair consideration is given for property or 
obliaation, 


on its DOOKS anc спас UPUT sever: eee 
be held for the purpose of determining the value of such 


stock at the time of cancellation. 


Although we have been unable to find апу саб. 
dealing with the rights of a corporate judgment creditor 
to cancel stock held in it by its judgment debtor, we 
respectfully suggest that, under the facts of the tn tant 
case and the authorities discussed below, such relic! 15 


appropriate herein. 


First, reference is made to Section 8-317 of 
the Uniform Commercial Code, quoted at pages 9-10, supra, 


which provides that no levy upon an outstanding securi 
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involved could not be physically reached because th 
judgment debtor had left the country and thi court en 

an order directinc a corporation to canc ] the shares and 
reissue new certificates to the judgment creditor. Simi- 


larly in Sutherland v. Kerrigan, 2 UCC Rep. 404 (Sup. Ct. 


Nas. Co., 1964), the court, on a oti. n by а judgmen 


creditor tc 


compel an issuer to transtet certain shal 


its book, stated: 


"A judgment creditor's fight, T ег, 
is governed by section 8-317, and subsect 
2 of such section contemplates the lı 
tation of the enforcement procedures паа | 
in article 52 of the CPLR. In the iion 
the court, subsection (b) of section 225 O1] 
the CPLR may be utilized to compol th requ | 


transfer upon presentment of proof о: th 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


С ЕО E E EEE NE кан Mee сен X 
INTERNATIONAL CONTROLS CORP., 
Plaintiff, 
-against- : 72 буу, 
ROBERT L. VESCO, et al., 
Defendants. 
mor ЕЕ cleats о EE POE EBED PEO A x 


Before: 


HON. CHARLES Е. STEWART, JR., 
District 


2518 


Judge 


19 


21 


массе. 

THE COURT: Does that involve going into the 
question on the merits of what is the relationship between 
Vesco and Vesco & Co., Inc.? 

MR. CARROLL: It involves first of all the 
question as to the circumstances surrounding the forming ^f 
Vesco & Co., the actual structure of Vesco & Co. and Уезсо' 5 
relationship to it. I think there are two basic legal 
issues involved here both of which we address ourselves 
to in our memorandum submitted on our original motion. One 
is the alter-ego theory and the claim being that Vesco is 


the alter ego of Vesco & Co., Тас. Therefore, even absent 


any fraud in the transfer we can reach this thought to 


13 


—— 


THE COURT: Good morning, gentlemen. 


(Case called.) | 

THE COURT: I apologize for being late. I had another 
Vesco related matter downstairs which tock a little longer 
than I thought it would. 


I am not entirely clear what is going to happen 


at this hearing. 


MR. CARROLL: As I understand the purpose for this| 
| 
hearing now is solely to determine whether or not ICC in 
enforcing its judgments against Robert Vesco can reach the 


ТСС stock hold by Vesco & Co. I am ready to proceedon that 


14 | One related to the Vesco & Co. stock and the other related 
| 
| 


We claim іп addition to the alter ego that the transfers of 


| 
| | 

15 | to the Vesco stock. That is held іп abeyance pending the | < 
Ic | determination of this hearing. | Ж 
м | ТНЕ COURT:Mr. Shrager. j 
18 MR. SHRAGER: That comports with my understanding 3 
19 as to what ocurr as well. I would like to submit an 24 
% | additional memorandum of law on the alter-ego aspect. 
21 MR. CARROLL: There is one additional aspect. 

| 

| 


Vesco & Co. сап alsobe set aside under the debtor and creditor 


law.as fraudulent and we are ready to proceed on that 


25 appointment too. 


6 


12 


13 


Transcrint 


903a 


jabr 3 
prevent an injusitce. 
This was confirmed by the Court of Appeals 


in its original decision in this case. The alter-ego 


theory as long asthere is the proof there to support it. 
Your ilonor and the Court of Appeals found that at least for 
the purpose of the temporary relief granted that we had shown| 
sufficient facts to warrant the implementation of the 
alter-ego theory. 

THE COURT: I take it you agree that your motion 
appointing a receiver cannot be granted until we find at 
тер hearing that Vesco & Co., Inc. is in fact an alter ego. 


MR. CARROLL: There are two aspects to the motion, 


13 take. | 
14 MR. CARROLL: We will have по problem finsihing | 
15 | today. | 
16 | THE COURT: Ном about your case, Mr. Shrager? | 

| | 
17 MR. SITRAGER: I hope Mr. Carroll is right that | 
18 it can be finished today. However, Ican't Бе sure until I | 
9 | hear his case. As your Honor knows this is a rather unusual 
20 | proceeding wherein there has been no ciscovery and I am 
21 | not really sure what I have to meet. I don't anticipate | 
22 that I will be longer than an hour or so. 

| THE COURT: Are you suggesting that youshould have | 
24 | been permitted to engage in discovery? | 

| | 
25 | MR. SHRAGER: No, sir. I don't really know. 


12 


THE COURT: Can you give me some idea of how we are 


going to proceed and how long it is going to take? 


MR. CARROLL: Initially I have documents and things 


which Mr. Shrager has stipulated to and which we can put into 
the record. Then we will have three witnesses. I don't 
expect any of the witnesses will be longer than a half hour or 
SO depending on cross examination. 
I would think that we can complete our case without | 


any trouble by mid afternoon. 


THE COURT: I am not anxious to cut you down. 


just want to know how long you realistically think you will 


As to the Lowenbacts affidavit which, as I said, was sworn 
to February 11, 1973, I offer paragraph 3 of that affidavit. 
I would like to read it into the record. Vesco & Co., 
Inc. was formed in 1972 to implement an estate plabning 
technique. Parenthetically, we do disagree with that 
statenent as far as the reason for its formation. 

THE COURT: What was the statement again? 

MR. CARROLL: Vesco & Co., Inc. was formed in 
1972 to implement an estate planning technique which had 
been formulated as early as 1968 by my firm, referring 
to the Hannoch, Weisman firm, with Lybrand Ross Brtohers and 


Montgomery. Following certain tax rulings received 


in April 26, 1972 and July 21, 1972 Mr. Vesco between 


| 
| 
| 


| 
| 
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THE COURT: We will just have to play it by ear. 


MR. CARROLL: Initially, your Honor, we will 
offer some documents. First I would like to offer into 


evidence portions of the affidavit of Raiph M. Lowenbach 


who was at the time, February 11, 1973, a member of the firm 


of Hannoch, WEisman, Stern & Besser and also a portion of 
the affidavit of Milton Stern who when he signed his affi- 
davit Рие 12, 1973 was, I believe, and still is, a member 
of the firm of Hannoch, Weisman, Stern & Besser. These 


2zifidavits, the portion I would like to offer relate 


to the formation of Vesco & Co. and its capital structure. 


All told, Mr. Vesco received $2,513,000 in par 
14 value preferred stock or an average of slightly more than | 
15 || $3 a share in preferred stock for his ICC stock. 
16 Perhaps the reporter would like to have that. 
17 Are we getting daily copy? 
18 MR. CARROLL: We have not asked for daily copy. | 
19 I don't think it will be necessary. Unless your Honor 


20 would prefer it. 
21 | THE COURT: І am not sure my preference is of any | 
22 | consequence here. Obviously it would be easier for me if 
| 
23 | we had daily сору. 
24 | Perhaps,if you don't mind, i would like daily copy | | 


| 
25 | especially since it appears that we aren't going to have a 


July 21, 1972 and year end exchanged 800,000 shares of ICC 


common stock owned by him for a majority of the voting common | 


stock and all of the preferred stock of Vesco & Co., Inc. 


In addition 46,380 shares of ICC common stock held by 


Mr. Vesco as custodian for his minor children under the 


New Jersey'S Uniform Gift To Minors Act was exchanged for 


8 a minority of the voting common stock and all of the non-voting 
3 stock of Vesco & Co., Inc. The par value preferred stock | 
10 issued to Mr. Vesco was commensurate with the fair market | 
11 value of the ICC stock exchange therefor, as appraised by ап | 


ә | 
12 investment banker. | 


хх 


Bp y В SB 


of seid shares being held for each child. Similarly 
Patricia J. Vesco as custodian for each of the above named 
children owns 20,000 sharesof class B non-voting A 
stock with one-fourth of said amount for each child." 

Next your Honor, I would offer as Plaintiff's 
Exhibit 1 the schedule 13-B for Vesco & Co., Inc. filed with 
the Securities and Exchange Commission signed by Robert L. 
Vesco and dates September 21, 1972. 

(Plaintiff's hibit 1 marked for identifi- 

cation.) 


MR. SHRAGER: I will consentto that going into 


evidence. 


THE COURT: All right. Received. 


11 


12 


Тгапзсгі, 
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lengthy transcript. 

MR. CARROLL: Right. 

As to the Stern affidavit sworn to June 12, 1973 
I would offer paragraph 3 which reads "Thus the basic activit 
of Vesco & Company, Inc. consists <۴ il ownership of the 
stock in 1СС. As of the date hereof the record holdings 
of the stock of Vesco & Co., Inc. are as follows: Robert L. 
Vesco owns 2,513 shares of the 1,000 par value preferred 
stock. The 48 shares of Class A voting common stock owned 
by Patricia J. Vesco as custodian for Daniel Vesco, Antonio 


D. Vesco and Daun L. Vesco and Robert R. Vesco were one-fourt 


ICC. | 

MR. SIIRAGER: You said "73. 

MR. CARROLL: iro m 

THE COURT: What was that you just read, was it fro: 
this document. 

MR. CARROLL: Yes, it was, your Honor. Under the 
heading business. 

THE COURT: What page? 

MR. CARROLL: I don't have an extrac copy of that, 
your Honor, I will find it for you. 

Item 2 subpart C and D. 


THE COURT: Under the heading Identity and 


Background? 


11 


12 
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(Plaintiff's Exhibit 1 was received in evidence.) 

MR. CARROLL: I would like to refer to a few 
parts of that, your Honor. First of all, the portion which 
refers to the officers and directors of Vesco & Co. and the 
lists Robert L. Vesco as the president and a director, 
Shirley Baily as the secretary-treasurer and director and 
Richard E. Clay as a director and I would note that both 
Shirley Bailey and Mr. Clary are defendants in this lawsuit. 
Also the 13-D refers to the business of Vesco and states 
that presently, that being September '72, has no significant 


activity or assets other than its ownership of securities in 


5 9 B в 


ICC shares held by the transers was deemed to be a more desir- 
able business and administrative arrangement than ro 
ownership. In addition, receipt by Mr. Vesco of both 
preferred and common stock of Vesco ё Co., Inc. was deemed 
advantageous from the Estate Planning and Administrative 
viewpoint." 

I would offer as Plaintiff's Exhibit 2 a Form 3 

filed with the Scurities and Exchange Commission by Vesco 

& Co. , Inc. dated January 10, 1973 and containing the 
notation that it was filed January 17, 1973. It relates to 
the International Controls Corporation. 


(Plaintiff's Exhibit 2 was marked for identifi- 
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MR. CARROLL: Yes. 

Under the heading Transaction, the transaction 
referred to being the transfer of the ICC stock in Vesco & 
Co. 

THE COURT: You said it was under the heading 
Business. Му document doesn't say business. That is what 
gave me difficulty in finding it. 

MR. CARROLL: Under the heading Purpcse of 
Transaction, I believe that is the heading, it refers 
to the transaction involved being the transwer of the 
тсс stock from Vesco to Vesco & Co. as follows: 


"Corporate ownership of a portion of the 


transfer аз reported to the SEC of the 100,000 shares 
of ICC stock into Vesco & Co. 


MR. SHRAGER: If that is the purpose I must 


rise to call your Honor's attention and counsel's attention 
to the fact that this document does not indicate that on the 
29th of December 1972, 846,380 shares were transferred. 
It only indicates that that is the totali that was held 
by Vesco & Co. as of that date. There are actually two 
transfers, one in July and the other in December. 

MR. CARROLL: The next document which will reflect 
that, your Honor, the next 2 exhibits. Your Honor will 


note that exhibit is signed by Patricia Vesco as president 


whereas the previous document was signed by Robert Vesco 


10 


11 
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cation.) 
MR. SHRAGER: I have no objection to it going into 
| evidence. 
(Plaintiff's Exhibit 2 was received in 


| evidence.) 


(Discussion off the record.) 


(Plaintiff's Exhibits 3 and 4 were received in 
evidence.) 
THE COURT: What is the purpose ^f Exhibit 2? 


| MR. CARROLL: The purpose is “о жом the actual 


iv 
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(Plaintiff's Exhibit 5 was received in 

evidence.) 

MR. CARROLL: That document reflects — 
initial transfer in July of 1972 of approximately 370,000 
shares of ICC stock to Vesco & Co. 

THE COURT: Can you explain to me some of theseiems 
on the first page? Оп the first line оп the first page 
column 4 there is a figure in parenthesis. What do the 
parenthesis indicate? 

MR. CARROLL: I believe that indicates that it was 
a sale. 


THE COURT: Then the figure in Column 8, does that 


indicate what Vesco had left after that sale? 


хх 
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aS president of Vesco & Co. 
THE COURT: All right. 
MR. CARROLL: As Exhibit 5 I would offer the Form 


4 filed with the Securities and Exchange Commission by 


Robert Vesco with respect to his International Controls 
Corporation stock for the month July '72 and it is signed 
by Robert Vesco with the date of August 10, 1972. 
(Plaintiff's Exhibit 5 was marked for 
identification.) 
MR. SHRAGER: In objection to its going in 


evidence. 


19 


purchase by Vesco & Co. of the first two entires. 
THE COURT:I see. Well, I really don't see. 
In column 8, amount owned,that means owned by 
Vesco? 
MR. CARROLL: That is the amount still owned 
by Vesco indirectly as that form reports through Vesco & Co. 
THE COURT:Let us try it again. 
The first line indicates that he sold 350,000 
odd shares. It doesn't say to whom. And that left him 
with £78,000 shares. All of these transactions were on the 


same date. 


The second line indicates that he sold 20,000 


shares which he owned as custodian for his children and 


Trriseript 


12 
MR. CARROLL: Yes, your Honor, I believe it does. | 
“ПЕ COURT: That means he had something like 928,000 | 
at the beginning of the month, is that right? | 
MR. CARROLL: Right. 
THE COURT: The next line talks about 20,000 shares 


and describes the nature of ownership as indirect. 


MR. CARROLL: They were shares I believe which were 


were also transferred to Ves.» & Co. 


THE COURT: That is true also of the last line? 


| 

| 

| 

owned by Mr. Vesco as custodian for his children. They 
| 


MR. CARROLL: The last column indicates the 


= 


p 


the shares he owns directly and indirectly and would require | 
that he report any purchases of stock by Vesco & Co. 

THE COURT: He is reporting in the third line | 
that Vesco & Co., Inc. bought 370,000 shares which he 
owned indirectly through Vesco & Со., Inc., is that сог- 
rect? 

MR. CARROLL: Yes, your lionor. 

THE COURT: So if you add up column 8 you come 
out to something like 960 or 970,000 shares which Vesco is 
reporting heeither owned directly or indirectly? 

MR. CARROLL: Right. 


THE COURT: All right. As a matter of curiosity, 


column 7, purchase or sale price says N/A, and I assume 


сл 
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he then owned as custodian for his children 26,000 odd share 
is that correct? 

MR. CARROLL: After that transfer, yes. 

The third line indicat-s that he acquired 370,000 
odd shares which he personally acquired? 

MR. CARROLL: That form reports that he acquired 
those through Vesco & Co. 

THE COURT: Did he acquire them or did Vesco & 
CO, -- 

MR. CARROLL : Vesco & Co. acquired the shares 


but I believe the form requires that ап individual report 


Exchange Commission on January 17, 1973. It 15 dated «алуа: 
M 10, '73 and it relates to the month of December 1972. 
15 This document reflects the Lecember transfer 
16 of ICC stock to Vesco & Co. or reports that transfer. 
x 17 (Plaintiff's Exhibit 6 was marked for identi fi- 
18 cation.) 
19 MR. SHRAGCR: No objection to going in, your 
20 Honor. 
21 (Plaintiff's Exhibit 6 was received in | 
х 2 evidence.) | 
23 THE COURT: They tell us what, Mr. Carroll? | 
| 
2A MR. CARROLL: That document reports the transfer 
25 


фо Vesco & Co. of an additional 400 some odd thousand 
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that means not applicable. Why is it not app.icable? 

MR. CARROLL: I don't know, your Honor. 

MR. SHRAGER: It is a tax-free exchange , your 
Honor. Let me say in connection with this exhibit which 
is reported for Securities and Exchange purposes and | 
required that I have no objection to this going in and 
still have no objection however I don't know this exhibit 
is evidence of anything except what was reported to the SEC. 

THE COURT: All right. 

MR. CARROLL: AS Exhibit 6, your Honor, I would 


offer Robert Vesco Form 4 filed with the Securities and 


14 | And then the bottom line is a recapitulation. 


15 MR. CARROLL: The bottom line reflects the йө, 
16 by Vesco & Co. of those stocks. | 
17 THE COURT: So they wind up according to the bot- | 
18 tom line with 846,380 shares. | 
19 MR. CARROLL: Correct. 

ж THE COURT: All right. 

21 MR. CARROLL: Mr. Shrager had agreed, your ilonor, | 
© that the information contained in paragraph 3 of + 
23 my supplemental affidavit filed in connection with this 

2А application dated May 29, 1975 is correct and according to 

25 that information the transfe.s made on JL, 21, '972 
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shares of ТСС stcck in December 29, 1972. I note that in the 


first line it reflects ownership by Vesco following the tran - 


fer of 120 sme odd thousand shares of ICC stock after the | 


transfer and a total holding of Vesco & Со. of 846,380 shares. 
THE COURT: Presumably the 449,000 shares which are 
reported in the first line as having been transferred to Vescq 
& Co., Inc. came from the 578,000 odd shares which were | 
referred to on the first line of Exhibit 5, is that cor- 
rect? 
MR.CARROLL: Yes, your Honor. 


THE COURT: And the 26,088 on the second line are the 


саға 26 NAA rafarrad ton nn the second line of Exhibit 5. | 


13 some conversations with Мг. Shrager as to what he would and мди! 


14 not stipuate to.. Apparently there was a slight misunder- 
15 | standing as to what I was asking to stipulate to and what he 
E 16 thought he was stipulating to. I am referring to the 
E 17 | information contained in paragraphs 3 of my supplemental 
18 affidavit which relate to other transfers made by Mr. Vesco 
» 19 in the period late "71 to early “73. I beiieve -- 
| 20 THE COURT: Transfer: ^v Vesco to whom? 
21 MR. CARROLL: Primar ly to his children, in trust 
22 for his children. The first trarsfer relates to the 
23 transfer of cectain land, three parcels of real property in th 
2А Township of Boonton, New Jersey. I believe it is a total | 
ч 25 оё approximately 57 acres of land which according to our i 
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resulted -- 


THE COURT: May 29th? 


MR. CARROLL: Yes, your Honor. This is a 


supplemental affidavit. The transfers that were made on | 
July 71, 1972 resulted in certificates being issued to Vesco 

& Co., one certificate for 350,088 shares and four certifi- 
cates for 5,073 shares each. The transfer that was made on 
Pecember 29, 1972 resulted in Vesco & Co. receiving a certifi 


| 
cate, one certificate covering 476,000 shares and a holding b 
Vesco & Co. therefore of 846,380 shares of ICC stock. 

d 


Your Honor, in preparing for this hearing today I h 


MR. SHRAGER: Your Honor, that one we have a Slight 
problem with as a stipulation. I can stipulate that on or 
about July 14, 1972 a deposit in the amount set T 
made to trust accounts maintained at the American National 
Bank & Trust Company and that the transfers were by 
Mr. Vesco and/or his wife.. 

MR. CARROLL: That is sufficient. 

THE COURT: What was your problem with the 
Stipulat п? 

MR. SHRAGER: Не left out the wife and there 


was something else and I don't recall what elso it was that 


bothered me. 


THE COURT: All right. Do you accept the 
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2 information was transferred in October of 1971 by Mr. Vesco | 
3 | and his wife to Shirley Bailey, Ralph Dodd and Richard Clay | 
4 | as co-trustees of the trust set up for Mr. Vesco's children. 
5 MR. SHRAGER: That is acceptable as a stipulation 
6 by vs. 
7 ‘THE COURT: All right. | 
8 MR. CARROLL: The second transfer refers to the | 
9 | transfer in July of 1972, July 14, 1972 of $26,400 by mr. 

| 
10 Vesco and his wife to 4 trust accounts at the American | 
11 National Bank & Trust Company under trust set up in October 
12 '71 for the benefit of his children. | 


1? 


THE COURT: This is your affidavit we are 
talking about, Mr. Carroll? 

MR. CARROLL: Yes, there are transfers — 
to in my affidavit. 

THE COURT: It is your affidavit, though. The 
transfers are mentioned in your affidavit. 

MR. CARROLL: My supplemental affidavit, yes. 


THE COURT: Which I assume I have somewhere but 


I don't have it with me. 
MR. CARROLL: J will give you a copy. 
THE COURT: All right, if you have a ‘tra copy 


fine. I am sure I have it somewhere. hy don'c you wait | 


and let me find it if I have it. 


jabr 
amendment? 
MR. CARROLL: Yes, your Honor. 


THE COURT: Mr. Shrager, thinks there was something | 


MR. CARROLL: I am not sure what it was. 


MR.SHRAGER: I amnot either. I am satisfied 


stated it. 


If Mr. Carroll is satisfied I guess we can proceed, 


MR. CARROLL: The next grounds refers to stock 


owned by Mr. Vesco in Fairfield -- 


BD 9 Вв N 


THE COURT: All right. 

MR. CARROLL: Your Honor, in my supplemental 
affidavit that I referred to on page 4 it refers to a 
transfer by Mr. Vesco in 1972 and 1973 of a total of 
96,876 shares of Fairfield General Corporation stock to 
various trusts and custodian ships set up for Mr. Vesco's 
children. I thought I had a stipulation that these 
transfers were made but apparently through the misunder- 
standing I referred to, Mr. Shrager is not prepared to 


stipulate as to the specifics. I don't know if thereis any 


problem with the general concept that Mr. Vesco transferred 


96,000 shares during that period of the Fairfield general 


stock. 


to 
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MR. CARROLL: The next transfer relates to the 
transfer by Mr. Vesco in 1972 and 1973 of his 96,876 shares 
of Fairfield General Corporation stock. I do have a Form 4 
filed with Mr. Vesco with the Securities and Exchange 
Commission оп Мау 1, 1972 in respect to the Fairfield general | 
stock reflecting the transfer of 72,009 shares, disposition 
of 72,000 shares. 

MR. SHRAGER: I have no objection tothe exhibit, 
your Honor. 

(Plaintiff's Exhibit 7 was received in 


evidence.) 


in this particular action. The other transfers, though he 
doesn't quite have, the bulk of them were made in '72. 
Though there was some small number of shares vende 

іп 772. I don't know if that will satisfy Mr. Carroll. 

MR .CARROLL: Am I correct that under sub- 
paragraphs 2, 4, 6 and 8, paragraph 3I of my affidavit that 
those transfers are substnatially correct? 

MP, SHRAGER: The problem is the timing. The total 
num5^: of shares is correct. It is my recollection that 
some 78.000 of it was transferred in '72 in each case and 
a balance їп ear'v '73. 


MR. CARROLL: I have no problem with that. 


THE СОСЕТ: All right. 


920а 
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MR. SHRAGER: I will be happy to state what 
I believe occurred and what I am prepared to stipulate to, 
your Honor. That is, if you look at Mr. Carroll's | 
| 
affidavit the problem comes with the transfers һе has delineated 
as 1, 3, 5 and 7 which are transfers to Patricia J. Vesco 


as custodian for each of the children. That stock, the 


Stock reterred tothere, was stock owned by Mr. Vesco as 


custodian for the children. So all that was done there is a 
change of one named custodian to a name of another. 
I don't conceive as that of the kind o* transfers we are 


talking about or Mr. Carroll is attempting to demonstrate 


13 


14 
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attempt to make the transfers referred to? 

MR.SCHRAGER: Yes. 

MR. CARROLL: There are just two T RN 
facts which I would like to refer to and I think both re in 
record of prior proceedings or in the official records of 
this court. One being that the investigation of the 
Securities and Exchange Commission into the affairs of 
Mr. Vesco and International Controls Corporation and others 
was commenced in March of 19. and that the action against 
Mr. Vesco, International Controls and others was commenced 
by the Securities гла Exchange Commission in November, 


I believe, 18, 1972. Finally, I would refer to the “гс”. 


findings іп а prior hearing held in connection with the 


he 
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MR. CARROLL: The additional transfer that is 
referred to in my supplemental affidavit is the transfer 
by Mr. Vesco on March 2, 1973 of 60,000 shares of stock 
of International Health Sciences, 15,000 shares to 
Patricia J. Vesco as custodian for each of the four children. 
Do you have any problem with that? 

MR. SC RAGER: What happened is there was an attempt 
to consummate the transfers set forth by Mr. Carroll, that 
the transfer was not actually made and the stock I р. “sme 

is still being held by the transfer agent. 


MR. CARROLL: Youwill stipulate there was an 


— —----—————— 


the Court of Appeals decision. 

MR. CARROLL: I believe that is correct, your 
Honor. 

MR. SHRAGER: As to Mr. Carroll's statement as to 
the date of the commencement of the SEC investigation I am 
not prepared to stipulate that. I frankly don't know. As 
to the filing of the SEC action it is my recollection that 
it was November of '72 and I think I am prepared to accept 
that. 

THE COURT: I happen to know that it was 
November '72. 


MR. SHRAGER: We are all agreed on that one. 


As far as the last one, I will accept his representation 


сл 
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yacht that Mr. Vesco was a fugitive оп outstanding indictments 


issued by this Court under Criminal Nos. 73 Cr. 439, 73 Cr. 


518 and 73 Cr. 707 and that the docket sheet in '73 Cr. 439 


idnicates that a bench warrant had been issued for Mr. Vesco 


rrest. 


707. 


MR. SHRAGER: Can you give us the dates? 
MR. CARROLL: The dates of the indictments? 
THE COURT: What are the indictment numbers? 


MR. CARROLL: All 73 criminal cases, 439, 518 and 


THE COURT: They are listed in a footnote in 


————— 


хх 


THE COURT: As to the dateof the commencement 
of the SEC investigation -- 

MR. CARROLL: I have a copy of the order dE 
to which the investigation was commenced dated March 14, 
1971 and I will show it to Mr. Shrager. 

MR. SHRAGER: If Mr. Carroll can tell us it is 
a true cc,y I have no objection to it. 

MR. CARROLL: As far as I know it is a true 
copy. 

(Plaintiff's Exhibit 8 was received in 

evidence.) 


MR. CARROLL: I now call -- 


THE COURT: Before you call your first witness, 
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that there being such indictments, I don't know the dates 


of them. 


THE COURT: The dates are listed along with the 
numbers in footnote 1 in 490 Federal 2d 1334, and you know 
what I am referring to, the Court of Appeals decision. 

It is asserted in the footnote that these indictments were 

at that time currently outstanding. 
MR. SHRAGER: May we have the date of that decision? 
THE COURT:January 1974. 


| 
МВ. SHRAGER: I have по problem with the fact that | 
there аге outstanding indictments. | 


THE COURT: I just wondered -- 

MR. CARROLL: I haven't really considered it in 
detail. 

THE COURT: In light of Judge Mulligan's dissent on 
that particular issue I wondered whether there was a problem | 
itself left for us. I don't mean to suggest there is one. 

MR. CARROLL: Even if there is a legal problem 
I don't think there is a practical problem since that aspect 
of the case has been disposed of. 

THE COURT: Before you cali your first witness 


I would like to take five minutes. 


(Recess.) 


MR. CARROLL: I call Elmer Sticco. 


jqbr 24 
Mr. Carroll, I don't know that we need to pause on this 
at this point but I am sure I need a little education. 


What is the name of the recent Supreme Court decision which 


says which affirmed the Second Circuit rule on what pur- 
chase апа sale means? 


MR. BUTOWSKY: Blue Chip Manor Drug. 


THE COURT: Does that cut across in any way the T 


of the Court of Appeals as to whether or not a purchase aad 
sale was involved in the fairfield stock? 
MR. CARROLL: I don't believe it does. I think 


the Second Circuit foll wed Birnbaum under Fairfield. 


14 


15 


18 


19 


Controls? 


о 


Рог 15 years. 

Does that include predecessor companies? 
Yes. 

What predecessor company? 

Electronic Specialty Company. 


When was Electronic Specialty acquired by 


International Controls? 


In 1969. 


Are you a member of the board of directors of 


| International Controls at this time? 


A 


Q 


No. 


You have only bem with ICC since 1969? 
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E LME R ANTHONM ЖЬ. S 2.2 СӨ; са11еа 


as a witness on behalf of the plaintiff, being 
first duly sworn, testified as foilows: 
DIRECT EXAMINATION 


BY МВ. CARROLL: 


Q By whom are you presently employed? 
A International Controls Corporation. 
Q What is your position at International Controls 


Corporation? 
A Executive vice-president. 


Q How long have you been employed by International 


THE COURT: This was what year? 


14 THE WITNESS: 1973. 
15 Q Would you relate that conversation as best you 
16 can recall? 
17 A Basically the board of directors were trying to 
18 de-Vescoize the company and as a result of those attempts 
19 I asked Vesco if he woulc be willing to sell his stock 
20 to me and some employees. 
21 Q Are you referring, to Mr. Vesco's stock and the 
22 stock held by Vesco & Co.? 
a 23 A Yes. I also offered the possibility that Mr. Mailm 
| 2А of Macrodyn would be interested in such а sale. 
25 Q Mr. Mailman of who? 
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THE WITNESS: Yes, sir. 


THE COURT: Before that witn Electronic Specialty? 


THE WITNESS: Yes, sir. 


Q Mr. Sticco, referring to the record approximately 


January of 1973 did you have a conversation with Mr. 
Vesco concerning a proposed transaction involving his 


International Controls stock? 


A Yes. 
Q Do you recall when that took place and where? 
A Approximately January 20 at the corporate offices 


in Fairfield, New Jersey. 


A 


ü 9v uU 8 


wnere аха vnis repruary этп meeting сакс piace? 

A I believe it was held at Mr. Mailman's offices here| 
in New York City. 

Q Who was present at that meeting? 


A I was present, Mr. Mailman, Mr. Vesco and Mr. 


Vesco's counsel. 


о Who was that? 
A I don't recall the names. 
Q At this meeting who did the negotiating? I expect 


it was a negotiating type meeting? 


A Yes. 

3 
Q Who did the negotiations? 
A Primarily Mr. Vesco, Mr. Mailman and myself. 
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THE WITNESS: Macrodyn. 
THE COURT: What is Mr. Mailmar's first name, 


do you know? 


THE WITN"SS: Norton. Мг. Vesco indicated that he 


would be interested in ;h a concept and told me that he would 
contact Mr. Mailman. As i understand it he and Mr. Mailman 

had two meetings and after those meetings we essentially 

had a meeting on February 5th and on February 5th we come up 
with a concept of a possible sale of Vesco stock i the 
possibility of finding a means wherein we would have voting 


control of the stock that was in Vesco & Company. 


PN ә е. РУ ЖШ as = "ү ж on. а - at ді " * P 


22 
23 
24 
25 


THE COURT: The second point was 20,000 shares 
or was thatpart ofti- first point? | 

THE WITNESS: The first point. 

THE COURT: 20,000 shares of Vesco stock would go 
to the Mailman group? 

THE WITNESS: Yes, sir. 

THE COURT: The second point? 

THE WITNESS: Vesco & Company would hire Mr. Mailman 
as a consultant and Vesco & Company would enter into a 
contract with Mr. Mailman giving Mr. Mailman the right to 


vote for directors on the 840,000 shares of stock of 


International Controls that was in the hands of Vesco & 


w 


6 
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о What was the arrangement agreed upon іп principle 


at that meeting? 


A I think there were four basic points that we agreed | 


upon in principle алл that was that Mr. Vesco had approximately 
120,000 shares of stock under his name and h was to sell 
the 120,000 sharcs of stock to myself and employees of | 
International Controls, 100,000 shares, 20,900 shares would ad 
to Mr. Mailman and his group. Vesco & Company would hire 
Mr. Mailmen as a consultant. 

THE COURT: Wait a minute. You said ‘our points. 


Are you now on the second? 


THE WITNESS: Thi. .s the second point. 


AHL VvVUUUMXI: Aney courian г vote it on corporate | 


matters? 


. 


THE WITNESS: Under the proposed arrangement, yes, 
they could not vote it for other corporate matters. 
THE COURT: All right. Go ahead. 
What was the fourth point or have we covered them 
ali? 
THE WITNESS: I guess I covered them all in my sum- 
mary. 
THE COURT: I have only listed three. 
Q Did you refer to an option? 
A Excuse me, yes. Vesco & Company in its agreement 


with Mailman would give Mailman an option to purchase 400,000 


to 
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Company. 

THE COURT: Is that the second or third point? 

THE WITNESS: The second point was the consultants 
and the third point was this one. 

THE COURT: As I understand the Vesco & Co. would 
agree with Mr. Mailman and his group that Mailman would 
have the right to vote that stock? 

THE WITNESS: Yes, for directors only. There was 
a controversy -- 

THE COURT: For directors only? 


THE WITNESS: Yes. 


antere 11-7 _ ee a ee асыға МН o e 
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| 
13 | attached to the other portions of this proposal? 

i и THE WITNESS: No, your Honor. We had not arrived 
x 1$ | at a definite price on the 120,000 shares but we — talk- 
» 16 | ing or discussing the possibility of a price between 50 cents, 

11 | and $2 per share. 
18 | THE COURT: With respect tothe hiring of Mailman 
19 as a consultant was there a figure involved? 
20 THE WITNESS: I believe the figure mentioned was 
21 $50,000 per year. 
22 THE COURT: What was he supposed to do? 
23 THE WITNESS: His duties were not defined in 
Ы 2А | my presence. 
| 25 | ТИБ COURT: То make sure Г hav? this right, the 
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shares of International Controls stock at,I believe, 
$5.50 per share. 

THE COURT: 400,000 sha:2s? 

THE WITNESS: Yes, sir. 

THE COURT: These are common stock? 

THE WITNESS: Common stock of International 
Controls of the 840,000 shares that Vesco & Company had 
as an asset. 

THE COURT: Was thes. a price? 

THE WITNESS: $5.50 per share. 


mut PADOM. “зе that the same price that was 


13 


14 
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THE WITNESS: 120. 
THE COURT: He would sell 100,000 of his own stock 
and this is stock in ICC and all of this I take it іг 
stock in ICC, 100,000 to you and other employees of ICE 
and 20,000 to Mailrman, is that right? 
THE WITNESS: Yes, sir. 
THE COURT: And the price you were talking about 
was 50 cents to $1? 
THE WITNESS: 50 cents to $2. 
THE COURT: He thought $2 and you thought 50 cents? 
THE WITNESS: That is correct. 
TH COURT: Vesco & Co. would hire Mailman as а 


consultant and you are talking about a $50,000 per year figure 
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proposal that was worked out on February 5th, and this was at 
the ICC headquarters in Fairfield? 

THE WITNESS: Norton Mailman's corporate offices 
here m New York City. 

THE COURT: What does he do besides this? 

THE WITNESS: Mr. Mailman is chairman of the 
board of a company called Macrodyn , a mini congomerate 
doing approximately 100 million in sales. 

THE COURT: The points I have, I am not sure 


whether I break them down into 4 or 3 or & but, first of all, 


ee ee alos dud de d^ аба. d арына ж; ча‏ اا ا ا 


THE COURT: То vote all of the stock? 


THE WITNESS: To voite all of the 840,000 shares. 


THE COURT But only for directors? 

THE WITNESS: Only for directors. 

THE COURT: What did that exclude? 

Ti WITNESS: That would exclude any other type 
of stockholder action that would be required, I presume. 

THE COURT: Was there any discussimof what 
it would exclude? 

THE WITNESS: I just assumed, sir, thatit would 
exclude anything -- 


THE COURT: No, not that. 


THE WITNESS: No, not to my knowledge. 
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and ycu don't knowwhat his consulting duties would be ? 
THE WITNESS: No, sir. 
THE COURT: Whose proposal was that? 
THE WITNESS: I believe that was Vesco's prcposal. 
THE СОУКГАпа Vesco & Co. would enter into an agreement 
with Mailman giving him the right vo voite, I take it, the 
20,009 shares but oniy for directors and not to vote them 
for other corporate purposes. I don't quite understand 
that. 
THE WITNESS: The shares were the 840,000 shares 


that were in Vesco & Company, sir. 


13 


14 


and with and what happened? 

THE WITNESS: I originaliy had one meeting with 
Mr. Vesco and after his meetings with Mr. Mailman I had a 
meeting with Mr. Mailman and after those two meetings then we 
met on February 5th. 

THE COURT: You met with Vesco first? 

THE WITNESS: Yes. 


T" * COURT: Representing yourself and a group of 


employees. 
THE WITNESS: Yes, your Honor. 
THE COURT: How did Mr. Mailman get into the picture 
THE WITNESS: I believe it was a result oi my 


recommendation to Mr. Vesco that Mr. Mailman may be interested 
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| 
THE COURT: Then~the_last point I have is that Vesed 
& Co. would бета қызм фо діме him the option to buy | 
400,000 shares of ICC held by Vesco & Co. at $5.50 a share. | 

THE WITNESS: Yes, sir. 

THE COURT: You say this was a concept that was 
worked out. How was the concept worked out? Were there 
discussions between your January 20th meeting and this 
February 5th meeting that you participated іп; Th^t is abou 
this program. 


THE WITNESS: Yes. 


THE COURT: Tell us about that. Whe did you meet 


ет 


THE COURT: On February 5th and at that meeting thes 
various proposais were stated. Who tock the lead in stating 
these proposals? 

THE WITNESS: Vesco and Mailman. 

THE COURT: You me "hey jointly put them їог- 
ward? 

THE "ITNESS: I would say that the proposal of the 
sale of the 120,000 shares of stock was put by myself. 

The proposal of the option and the consultant agreement 
was put by Mr. Vesco. 

THE COURT: And the right to vote the stock in 


Vesco & Co. wasput by whom? 


THE WITNESS: I belicve that was Mr. Vesco's 
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іп the possibility of acquiring tne „СС .tock that he had. 
THE COURT: How did you hear about Mr. Mailman's 
cerest? 
TIE WITNESS: Mr. Mailman for about three or 
four months dealt with me relative to a possibility of 
merging the company M Macrodyn with International Controls, 
five or six months prior tc this meeting. 


THE COURT: In any event, after these various 


discussions you had a meetiag with Nort n Mailman in New York 


City? 


THE WITNESS: Ус, sir. 


[4 


attorney, 


February 


THE WITNESS:  Vesco's attorney. 

THE COURT: You don't know who that was? 

THE WITNESS: I don't recall who they were, sir. 
THE COURT: Did he participate in the discussions? 
THE WITNESS: The attorneys -- 

THE COURT: Was there more than one? 

THE WITNESS: I believe there was more thanone 
yes. 

THE COURT: Did they all represent Vesco? 

THE WITNESS: They all represented Vesco, yes. 
THE COURT: Let me be clear on this. At the 


Sth meeting there were present you, Vesco, Mailman -4 
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Was Shirley Bailey с that meeting? 


No. 


Did you ever meet or discuss this proposal with 


Shirley Bailey? 


A 


Q 


No. 

How about Mrs. Vesco, Patricia Vesco? 
No. 

Mr. Clay? 

No. 


THE WITNESS: You said at the meetin: there were 


nrecant wvocolf Mailman  Veern and a мыр or. 


one of ICC's 80 per cent owned subsidiaries called -- | | 

THE COURT: Was the Electronics Specialty? 

THE WITNESS: International Controls —" 
Datron Systems, Inc. 

THE COURT: You had been with Electronic Specialty 

THE WITNLSS: That name disappeared after International 
Controls took us over. 

THE COURT: Is Datron the same operation? 

THE WITNESS: Datron had some of the units in 
Electronic Specialty Company, yes, sir. 

THE COURT: And you were -- 


THE WITNESS: President and director. 


THE COURT: You ran part of the company? 


936a 
Sticco-direct 
THE WITNESS: I believe two lawyers. 
THE COURT: Two lawyers from somewhere? 


THE WITNESS: If memory serves me correctly 


I think there was an attorney from Hogan & Hartson and 


an a ‘ney from the gentleman's firm. 

THE COURT: When you talked to Mr. Vesco earlier 
on January 20th, was it just the two of you? 

THE WITNESS: Yes, sir. 


THE COUNT: What was your job in ICC in January 


TH" WITNESS: I was president and director of 


-- 


v 


Mailman? 
A i believe -- and this is only ап assumption I am 
making that -- s 


MR. SHRAGER: I have to object to any assumptions, 
your Honor. 
THE COURT: Sustained. 
Ask the witness to tell us, Mr. Carroll , what ¢ 
happened and perhaps we can get at it that way. I don't 
think we should get an assumption from the witness. 
Q Do you recall the sequence of the conversation at the 
February Sth meeting, who said what and how the proposals 


were negotiated? 
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THE WITNESS: Yes, sir. 

THE COURT: You are a director of ICC now? 

THE WITNESS: No, sir, executive vice president 
of ICC and president and director of its two, 80 per cent 
owned subsidiaries. 

THE COURT: Am I correct that you got rid of one 
division recently? 

THE WITNESS: One subsidiary, yes, sir. 

Q Did the attorneys participate in the negotiations 
on the 5th of February 1973 at that meeting? 
| А They had discussions with us. 


Q Did they do the actual negotiations with Mr. 


19 


type of arrangement that he could make with the stock, there 
were considerations of Vesco & Co. that had to be considered. 
Q These considerations, did he enumerate what the 


considerations were? 


A No, he just left it with the general statement. 
Q Did this transaction come about? 
A No. 


Q Why not? If you know. 
A The transaction was considered at a board meeting 
on February 5th of International Controls. 
| THE COURT: The same day? 
THE WITNESS: The same day in the afternoon. 


THE COURT: Was that a special board meeting? 
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A Most of the proposals were discussed betw ^n Mailman, 


myself and Mr. Vesco and we had occasional comments from the 
attorneys. 

Q During this period January 20th when the proposal 
first was brought up by yourself and Mr. Vesco on 
the 5th of February did Mr.Vesco ever say to you that he 
had to go back and get the approval of Vesco & Co. before 
he could consider such an arrangement or conclude this 
arrangement? 

A He never mentioned that he'had to get the approval 


of Vesco and could but he made me aware of the fact that the 


13 


14 


identification.) ; 

Q Mr. Sticco, I show you what has been marked 
Plaintiff's Exhibit 9 for identification and ask you 10458 
identify that document? 

A Yes, I can. 

Q What is it? 

A It is the resignation of Robert L. Vesco. It is a 
resignation letter. 

Q From what? 

A From International Controls -- it is directed to 
the board of directors of International Controls Corporation 


dated February 7, 1973. 


Q Did you see that letter on or about that date? 


SOUTHERN Поти! “court REPORTERS. US COUR IHOUS 


хх 12 


Trenecrint 


939a 


jabr Sticco-direct 39 


THE WITNESS: I believe it was a special directors 
meetings, yes, sir. Shortly thereafter the board was 
considering the proposal and shortly thereafter, I believe 
two days thereafter on February 2nd, Larry Richardson, who was 
then the president of International Coatrols, filed a 
complaint with the SEC and after that complaint appeared why 
the discussions dropped regarding my proposal. 

THE COURT: Did you have any advance notice of 
that? 

THE WITNESS: Мо, your Honor. 


(Plaintiff's Exhibit 9 was marked for 


THE WITNESS : The proposal, it was going to be 
all right with me if the Securities and Exchange Commission, 
after we had presented it, when I Say we, Mr. ibit ded 
myself, had presented the proposal to the SEC, if it was 
accepted by the SEC we were willing to go ahead with the 
proposal. Also there were other conditions which we in- 
dicated we would have liked to have cleared up before 
we accepted the proposal. 

THE COURT: I don't mean to indicate that this was 
the entire proposal but in the general terms in which you 
have stated it I take it thatit was acceptable to you and to 


Mr. Mailman, assuming it was approved by the SEC, is that a 


correct statement? 


к 


c 


o 


oo 


to you or 


you? 


it? 


you? 


Did 
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Yes, I did. 


THE CCURT: Was the proposal that was presented 


| 
| 
| 
MR. CARROLL: I offer it in evidence. 
that was presented on February 5th acceptable to | 


you indicate that you wer. willing to go along with| 


THE WITNESS: Yes, your Попог. 


THE COURT: You said that this was all right with 


THE Wi. $$: Yes. 


THE COURT: Or words to that effect. 


14 


15 


19 


THE COURT: That was after your meeting? 

THE WITNESS: Yes. The minutes of that meeting woul м 
reflect the proposal because the proposal was outlined by 
Mr. Mailman and myself to the board at that meeting. 

THE COURT: You attended that meeting? 

THE WITNESS: I attended that meeting, sir. 

THE COURT: Did you present anything in writing 
tothe board? 

THE WITNESS: No, sir. Not to my knowledge. 

THE COURT: Do you know that there is anything in 
the minutes? 


THE WITNESS: I believe there is, sir. 
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THE WITNESS: That is correct. 

THE COURT: Was the proposal in writing? Was 
there anything in writing at the February 5th meeting which 
outlined the proposal? 

THE WITNESS: ilo, I don't think the proposal ever 
got to the stage where the attorneys had drafted up a draft o 
the proposal. 

THE COURT: Was there anything in writing, a list 
of points? 

THE WITNESS: The only thing that I recall being 
in writing, sir, was at the February Sth board meeting it 


was discussed and the proposal was discussed and I believe -- 


MR. SHRAGER: I have no objection. 
(Plaintiff's Exhibit 9 was received in 
evidence.) 
THE COURT: I have a vague recollection that I hav 
seen this letter before. 
MR. CARROLL: It was an exhibit to the receivership 
application. 
Q Mr. Sticco, was there any doubt in your mind at the 
February 5, 1973 meeting as to who was negotiating that 
deal in behalf of Vesco & Со.? 
A No. 


Q Who was negotiating? 


A Vesco. 
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"HE COURT: Have you seen something in the minutes? 


THE WITNESS: 


in the minutes. 


THE COURT: 


in the minutes? 


THE WITNESS: 


I have not personally seen anything 


Why do you think thre is something 


Well, I am assuming that if we mad 


ап imr ant proposal аз this that people taking the minutes 


iE COURT: But you don't know. 


THE WITNESS: 


à 


MR. CARROLL: 


exhibit. 


I don't know. 


The proposal is reflected іл tlis 


13 А No, Sir. 


14 Q What was the price of the ICC stock at the time 
15 of these negotiations? | 
16 А I dait recall, sir. 
17 Q Approximately. 
^ I have no idea. 
19 Q Was i> being traded? 
20 A I believe it was, sir. 
21 Q About approximately $1 a share? 
2 ^ I don't recall at all. 
23 Q Well, you were negotiating to fix *he price for 
2А acquiring 100,000 shares for yourself and сис other ж 
25 employees of ICC, were you not? 
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MR. CARROLL: I have no further questions. 
CROSS EXAMINATION 
BY MR. SHRAGCR: 
Q Did you know che nature of Mr. Vesco's stockholding 
in Vesco & Co.? 
A I did not know the specifics, no, sir. 
Q You don't know whether or not he had any liquidatio 
preferences as to “esco & Со.? 
No, sir. 
Q Or whether or not the value of his interest was 


paid to the price of the ICC stock? 
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A Yes. 


бо 


Q And you indicated the price you were negotiating 


concerned between 50 cents and $2 a share, is that right? 


A That is correct. 


Q Did that have any relationship to the then market 


price for ICC stock? 


A No, I was taking the relationship of the book 


value of the stock at the given time. Inasmuch as I was 
familiar with the numbers at International Controls I as- 


sumed that after we Jliscounted all of “һе problems in 


dollars that the book value would be somewhere between 50 


and $2 


a share and that is how I arrived at my price. 


Q I thought you indicated in a question asked by 


‘Judge Stewart fthatyour price was 50 cents. 


16 A That is correct. 

17 Q And Vesco's price was $2. 

18 A I was inferring the way the Judge said that that 
19 


that is correct, yes, sir. 


20 Q Was it correct? 
21 A That Vesco's price was $2? 
22 Q к 
| 
3 \ h Аз 1 stated before we didn't arrive at a price 
|| 
| 
24 | but we were talking between 50 cents and $2 а share. 
25 Q You were offering 50 cents and he was demanding $2? 


1 


| 


Transcript 


945a 
jabr Sticco-cross 45 
A Perhr^s, yes. All right. 
Q Was 50 cents the book value? 
A I don't recall whatthe book value was as of right 
now. 
Q At the time these negotiations were going on there 


маз an action pending, was there not, the SEC action? 

A That is correct. 

Q I think you indicate  :hat you were interested in dq- 
ing was de-Vescoizing the company, is that right? 

A I indicated that what the board was interested in 
doing was de-Vescoinzing the company. 

Q What you mean by that is getting Mr. Vesco com- 
pletely out of the affairs of ICC, is that right? 

A That was the board's intent, yes, sir. 

Q And it was the board's hope that the SEC would 
agree,with Mr. Vesco completeiy cut, that the company 
со! ıd be left completely to operate by itself, is that 
a fair statement? 

A That is a fair statement. 

Q So Mr. Vesco was sympathetic with such an ap- 
proach, was he not? 

А Yes. 

Q And that was because he and his family were 


substantial stockholders in ICC, were they not? 
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MR. BUTOWSKY: I object to the form of the 


MR. CARROLL: I object. | 

МВ. SHRAGER: Let us just have one counsel. 

MR. CARROLL: I object. 

I think the introductory remark is unnecessary, 
why he was concerned. If he wants to ask him whether the 
stockholders -- 

THE COURT: Overruled. But I do think Mr. Shrager 
is right, if we are going to have more than one counsel 
I would like to know about it ahead of time. 

(Question read.) 

THE COURT: I will sustain that. 

Q You indicated, Mr. Sticco, that an approach 
was made to de-Vescoize the company so that the SEC would 


permit it to operate on its own, is that correct? 


A I indicated that? 

Q Yes, in your prior testimony. 

A I said that the board. 

Q That the board wanted to de-Vescoize the company 


in the hope that the SEC would permit it to operate on its 
own? 
A That is an assumption that you are making. 


Q I am asking you if that is so. 
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2 
A I don't know whether the SEC would have let us 
ы operate -- 
, “ I said іп the hope that the SEC would. 
5 
A I assume that is what the board's intent was, 
6 А 
уез. 
4 
Q You were on the board, were you not? 
5 
А No, I was not. 
9 + 
Q At the time you were not on the board? 
10 
А No. 
п Q Were you present at board meetings during this 
12 " 
period? 
13 ; 
A No. 
14 
Q Any of them? 
= А Except for that one, February Sth. I маз present 
16 à * 
at опе ог two meetings in between. 
17 
Q Were there discussions at any of these meetings as 
1 
4 to what would happen if the SEC could not be persuaded to 
» come to some agreement with respect to the value or price 
that ICC stock would sell at? 
н А І had no recollection of that, sir, at all. 
22 Р А 
Q Being discussed? 
23 
А Correct. 
ФА 
ER Q Do you recall any discussions as to how they 
25 


arrived at the price of 5.50 a share for Мг. Mailman's 
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option? 
A I have no recolleccion of how they arrived at 
5,50. 


THE COURT: What do you mean they? 

THE WITNESS: Mr. Mailman and Vesco. 

"THE COURT: The option didn't go to both Mailman 
and you, just to Mailman? 

THE WITNESS: Just to Mailman. 

Q I take it no agreements were reached at any of 
these meetings, is that right? 

A No formal agreements. 

Q It wasunderstood, was it not, that there would 
have to be formal documents prepared if, as and when an 
agreement was reached? 

А Yes. 

Q It was understood,was it not, that those formal 
agreeme its would have to contain consents of various 
parties? 

A Yes. 

"R. SHRAGER: Yotha.g further. 
THE COURT Do you know whether Mr. Vesco met 
with Mr. Mailman on, for exampie, the option session at 


which you were not present? 


THE WITNESS: What I do knov is that Mr. Vesco met 


| 
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p 
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for a dinner engagement and a breakfast engagement with 
Mr. Mailman before we met on February Sth. 

ТИЕ COURT: Пом do you know that? 

THE WITNESS: Mr. Vesco told me himself and Mr. 
Mailman told me. 

Q Did they tell you what they discussed? 

THE WITNESS: No, we didn't get into details аз 
to what the discussions were about. 

THE COURT: Did they discuss the weather or did 
they discuss this deal? 

THE WITNESS: Vesco had indicated that he was PN 
to meet with Mailman to discuss this concept that was 
proposed between Vesco and myself. 

THE COURT: Do you know whether Vesco mew 
Mailman? 

THE WITNESS: Yes, Vesco knew Mailman. 

THE COURT: Do youknow what the basis for that 
relationship was? 

THE WITNESS: The potential ;nerger of ICC nad 
Macrodyn. 

TIE COURT: What has happened to Macrodyn, do you 
know? 

THE WITNESS: It is still a surviving company, 


sir. | 
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| 
2 THE COURT: What do you mean surviving company? | 


THE WITNESS: They were іп financial difficulties 
two or three years ago but they have now turned the 
company around and I think it is still a listed company 


on the American Stock Exchange. 


REDIRECT EXAMINATION 


BY MR. CARROLL: 


Q Mr. Sticco, Mr. Shrager made reference to 


preparation of formal documents. It is true, is it not, that 


the three principals at this meeting оп February 5th, 


yourself, Mr. Vesco and Mr. Mailman had agreed upon the 


general outlines cf this deal, that is recited by you in 


these four points, is that not correct? 


15 А That is correct. 


16 MR. CARROLL: Nothing further. 


17 MR. SHRAGER: I have nothing further, your 

18 Honor. 

19 THE COURT: Thank you very much, Mr. Sticco. 

20 MR. BUTOWSKY: When would youlike to break for 
21 lunch? 

THE COURT: I don't care, Mr. Botowsky. I will 


| suit the convenience of counsel. 
MR. CARROLL: We have two more witnesses, your 


Honor. I don't think either are going to be lenjthy. 
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Although we are supposed to meet one of the witnesses at 
about 1 o'clock for lunch. We coulld start Mr. Sears who is 
here now for 15 or 20 minutes or continue after lunch or 
wait until after lunch. 
THE COURT: Let us spend ten minutes and break 

for lunch. 
HARRY L. SEARS, called as a witness 

on behalf of the plaintiff, being first duly sworn, 

testified as follows: 
DIRECT EXAMINATION 


BY MR. CARROLL: 


Q You are an attorney, correct, Mr. Sears? 

A Yes, sir, in New Jersey. 

Q Are you presently in the private practice of law? 
A Yes. | 

Q Did you at one time have a connection with Inter- 


national Controls Corporation? 

A Yes, I did. 

Q You were a director of International Controls at 
one time, is that correct? 

A I became a director of International Controls 
on January 28, 1972. 

Q Did you play any role in the investigation of 


International Controls Corporation by the Securities and 
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4 2 Exchange Commi gs; on? | 
3 A I am кос quite sure what you mean by the question. 
4! Q Did you represent the interests of Mr. Vesco or 
5 International Controls Corporation in connection with | 
6 that investigation? 
7 | A There came a time when I did. It had been on | 
В going for a year at that time, almost a year at that time. 
9 But in January of 1972 when I became &::ociated with 
10 Interna Controsl I did have some role, yes, sir. 
11 Q Did you meet with members of the Securities and 
12 Exchange Commission, staff members and others? 
13 A Yes, sir, I did. 
14 Q Do you recall when your first meeting was? 
15 A The first meeting with any SEC person? 
16 Q Yes. 
17 A Yes. The first meeting I had was on A»ril 10, 
18 1972 with Mr. Casey and Mr. Cooke. 
19 Q Had you prior to April 10, 1972 discussed the SEC 
20 investigation with Mr. Vesco? 
21 A Yes, sir, I had. 
22 Q On more than one occasion? 
23 A On a number of occasions, yes. | 
2А Q Had you prior to April 10, 1972 learned or been 
25 informed of the progress of the Securities and Exchange 
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Commission investigation into ICC? 


A I had been, yes. 
Q From Mr. Vesco? 
A Well, from Mr. Vesco and also Mr. Markman and Mr. 


Thorpe of Logan & Hartson and also through another meeting 


that I had with John Mitchell. 


Q When was the meeting with John Mitchell? 
A The meeting I refer to was or February 11, 1972. 
Q Could you tell us what the conversation was at tha 


meeting? 
| А That meeting on l'ebruary llth followed a meeting 
I had had with him that January. 

MR.SHRAGER: May I note an objectimto this 
conversation. I can't ее how it can be anything bul wi 
hearsay. 

THE COURT: I don't either at the moment but we will 4 
go ahead and I will reserve on your objection, Mr. Shrager. 

MR. CARROLL: It will be connected, your Honor. 

A At the meeting on February 11 -- 

THE COURT: Wait a minute. Would you read back 
the last answer, please. 

(Answer read.) 

THE COURT: Followed a meetina you had had with 


whom in January? 
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THE WITNESS: With John Mitchell. 
THE COURT: Go ahead. 

А At the meeting of February 11, Mr. Mitchell 
showed me a memorandum which had been prepared by Bradford Cooke 
who was then general counsel of the SEC for Mr. Casey. It 
was a copy of the memorandum. That memo contained certain 
comments with regard to attitudes on the part of staff 
and Mr. Cooke with regard to the SEC investigation generally 
and Mr. Vesco in particular. 

Q Did you then meet with Mr. Vesco following the Februar: 
llth meeting? 

A Yes, sir. 

Q Wiiat didyou tell Mr. Vesco when you met with him? 

THE COURT: Do you remember when that was? 

THE WITNESS: I dont remember exactly. 

THE COURT: Approximately. 

THE WITNESS: Undoubtedly within a few days after th 
meeting of February llth. 

MR. SHRAGER: If I may have a second, your Honor, 
As you know,this witness is an attorney as you may know. 
I am not sure if I am correct, he has acted as attorney 
for Vesco on occasion. When we get into the area of con- 
versation we get into an area concerning the attorney- 


client privilege and I think the witness should be cautioned 
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along those lines. 
THE COURT: If you don t have it in mind, 
| Mr. Sears, of course you have in mind the obligation as 


an attorney and the obligations of the attorney-client 
privilege. I thought, Mr. Carroll, you had developed in 

the earlier preliminary questions that Mr. Sears had repre- 
sented Mr. Vesco beginning at a later Stage in the SEC investi- 
gation. 

MR. CARROLL: I believe the testimony was that he 
was representing ICC. 

THE COURT: At a later stage, is that correct? 

THE WITNESS: At this stage I was representing ICC 

THE COURT: Did you represent Mr. Vesco duriny the 
course of the SEC investigation? 

THE WITNESS: At a later date, your Honor, an ap- 
pearance vas entered in my behalf by Подап & Hartson and this 
was June '72. ы 

THE COURT: At this point youwere not represent- 
ing Vesco but you were representing ICC, is that correct? 

THE WITNESS: Yes, sir. I must say I am mindful 
of the privilege and I had not yet reached the point. 

THE COURT: You will remind me if we get to tl at 
point if I don't think of it. 

All right, gentlement, we will stand adjourned to 
2 o'clock. 

(Luncheon recess.) 
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AFTERNOON SESSION 


resumed. 


HARRY L. SEARS, 


DIRECT EXAMINATION (Continued) 
BY MR. CARROLL: 


Q Mr. when we broke for lunch you were 


Sears, 
referring to a mecting with Mr. Vesco a few days after your 
meeting with Mr. Mitchell. 

A That is right. 

Q Could you tell uswhat you *old Mr. Vesco and what 
he said to you at that meeting? 

A In essence I was reporting to Mr. Vesco on the 
result of themeeting with Mr. Mitchell and I told him at 
that time that Mr. Mitchell indicated it might be possible 
for me to obtain a meeting with Mr. Casey that I was seeking. 

I also told him that I had seen a memo that had 
been prepered by Brad Cooke, general counsel of the SEC, to 
Casey, giving kind of a rundown mthe status of the SEC 
in which there were expressed certains positions, I guess 
you would call then, of the ICC staff with regard to the 
original status of the 6 million Kornfield shares which 


was part of the subject matter of the investigation. 


I also told him that the memo indicated that they had very 


Transcript 
957a 

1 jJqbr Sears-direct 57 | 
- serious reservations and that ther appeared to be matters | 
3 | which were of serious consequence that the staff and | 
4 | Mr. Cooke apparenti’ considered the investigation to be 
5 | one that had serious connotations. I told him -- | 
6 | THE COURT: Who said that? 
7 THE WITNESS: Mr. Cooke had in the memo expressed 
8 those things. Als- in the memo I reported to nim that 
9 there was an indication that there was consideretion of a 
10 possible perjury on the part of Vesco in testimony that he 
11 had given in depositions, secret depositions. 
2 | THE COURT: You told Vesco this? 
13 THE WITNESS: I told Vesco these things, yes. 
M In essence I told Mr. Vesco that hc appeared to have bad 
15 marks with the staff. 
16 Mr. Vesco's response was that this was just ano’. er 
17 indication of the kindof harassment, the kind uf attitude 
18 the staff had demonstrated towards him and expressed the 

opinion that Cooke who then I believe was relatively knew 
20 in the position of genecal counsel had probably been 
21 brainwashed by the staff. 
Ze ile reassured me that none of these things were 
23 true. 
2А Q : Did you subsequentiy meet with the SEC, I 
25 believe, on April 10th was the first meeting? 
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A I had a meeting with Mr. Casey and Mr. Cooke on 


April 10th, yes. 


Q Was anyone else present? 

A No, sir. 

Q Could you tell us what the conversation was at that 
meeting? 


MR. SHRAGER: Same objection as this morning, 
your Honor. 
MR. CARROLL: I can shortcut that, your Honor. 
THE COURT: I will reserve on Mr. Shrager's 
objection. Go ahead. 
A The meeting was one with Mr. Casey and Mr. Casey 
had asked Mr. Cooke to be present during the meeting. 
It was held in Mr. Casey's office in Washington. I won't, 
unless you want me to, go into an entire account of every- 
thing that was said at that meeting. 
Q Maybe we can shortcut it. I will ask you whether 


or not you reported the results of this meeting to Mr. 


Vesco? 
A I did, yes, sir. 
Q When did youdo that? 
A Again, it was within a few days afterwards. 


I believe I talked with Mr. Vesco on the telephone that 


night breifly byt then we had some further discussions about it. 
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2 Q What did you tell Mr. Vesco when you reported | 
3 that meeting to hir? 
4 A I princiapp y told him that Mr. Casey had indicated 
5 


that it might be possible for ICC to have some kind of 


6 hearing or opportunity to present its side of the story, 

7 зо to speak, to the Commission. My principal mission 

8 was to attempt to avoid a situation where there would 

9 be a staff report and an injunctive action started without 

10 any opportunity for Hogan & Hartson and the ICC people to 

11 present their side of the matter. 

12 I also told him that during the conversation 

13 Mr. Cooke had expressed many of the same reservations about 

14 Vesco and particularly had restate the perjury matter, 

15 indicating that they felt that Vesco had lied about the 

16 fact that he nor ICC had any interest in those Kornfeld 

7 shares in connection with the filing of that particular 

18 registration statement and that again there had been very 

19 serious doubts expressed as to whether or not there could 

20 be any resolution of the metter without some kind of 

21 injunctive order. In fact, I believe I am quite sure I told 

22 him that Mr. Cooke had flatly stated that from the staff's 

23 | Standpoint at least any settlement ог any discussion of 

24 settlement would have to include ог have to contemplate the 
25 issuance of an injunctive order. 
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Q Did you subsequently have a meeting with members of 


the ICC staff 


! 
1 


THE COURT: You mean any settlement with ТСС? 
THE WITNESS: Yes, sir. 

THE COURT: An injunctive order against ICC? 
ТИЕ WITNESS: Yes, sir. 

Q Did there come a time when you met with somebody 
at the Securities and Exchange Commission with Mr. Vesco? 

A I met in late May with Mr. Vesco and Mr. Vesco 
and Mr. Cooke. I subsequently in the latter part of 
June met with Mr. Vesco, Mr. Thorpe of Hogan & Hartson, 

Mr. Sporkin of the staff and Mr. Cooke. 

Q Taking the meeting in the latter part of May lst, 
can you tell us what was said at that meeting? This was 
at the SEC in Washington? 

A Yes, sir. It was at Mr. Cooke's office. 

Q What did Mr. Cooke say and what did Mr. Vesco say a 
that point? 

THE COURT: This is in May of '73? 
THE WITNESS: May of '72, your Honor. 
THE COURT: All right. 
А I don't remember the conversation verbatim but -- 
THE COURT: Were you there as Mr. Vesco's lawyer? 


THE WITNESS: I was there as ICC's lawyer, your 
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Нопог, as far as I was concerned. I might Say that I was 
never wtained by Mr. Vesco personally on this particular 
matter although, and this goes to the question of privilege 
and I would like the record clear on this point, there 
was a subsequent letter in late June that followed the meet- 
ing that I had that Mr. Thorpe attended, a letter by Hogan 
& Hartson to the SEC staff noting my appearance as an associ- 
ate counsel with Hogan & Hartson. The way the letter was 
worded -- 

THE COURT: Let us come to that in a moment, 
Let's Stick to the main meeting. 

THE WITNESS: All right. I am somewhat concerned 
about the entire context of the testimony. 

THE COURT: If you think you ought to go into the 
June meeting with respect to the context, ао ahead. 1 

THE WITNESS: It is not the June meeting, it is 4 
what followed the June meeting and Mr. Vesco or least 
Vesco, Inc. is represented here today. Т would be more 
comfortable if I could explain that there was never my 
personal retainer on this matter between Vesco and me. B ut 
thatletter that was filed by Hogan & Hartson did say TUM 
I would be appearing as associate counsel with them in be- 


half of ICC and Vesco. This was not within the contem- 


Plation of what I considered my responsibilities to be 
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2 but I do know or did find out subsequent to that letter 
3 being filed that Vesco personally was also a subject of the | 
4 SEC investigation. I had not know that early onin the 
| 

5 matter. 
ы | THE COURT: You thought it was just ICC? 
1 THE NITNESS: Yes, sir. 
ы Q Was this letter sent after tke June meeting? 
м А ТЕ was sent after the June meeting, yes, sir. 
10 Q Can we get back to the May meeting now and get 
11 what was said there. 
2 | А Yes. The May meeting centered around certain 
13 things which were going оп. I was a member of the ICC board 
м of directors at the time. Certain things were going оп 
15 with respect to the de-Vescoizing project of ICC. We also 
16 discussed the redemption of $9-1/2 miilion in Eurobonds, 
п ‚а large portion of which were held by IOS Entities, as 
18 I recall. We discussed the sale of Value Capital Limited. 
19 Those specific things were discussed but there was also some 
20 discussion about the matter of the alleged perjury by 
21 Vesco and the status of the Kornfeld shares at the time ог 
%2 in connection with their filing of the registration statement 
2 | by ICC. 
24 THE COURT: What did you understand at that 
25 


point that the alleged perjury related to? 
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THE WITNESS: The alleged perjury as I understand 
it then and as I understand it now, to the extent it alleged, 


referred to certain statements made by Vesco in depositions 


that were taken during the course of the private order 
of investigation or the private investigation wherein the 
SEC staff allegedly felt that Vesco had lied when he said 
that neither he nor ICC or any ICC affiliate had any 
interest in or control over those 6 million Kornfeld shares 
as of the time the registration Statement was filed. 

THE COURT: Those were preferred shares? 

THE WITNESS: I am not sure about that, sir. 
I think they were. 

THE COURT: 6 million of IOS -hares in one form or 
another? 

THE WITNESS: Yes,sir. There was also some dis- 
cussion in that connection, in that context about an 
offer that Vesco had made tothe SEC and which he made to 
Mr. Cooke at that time to make George Felip, а man who was 
connected with I think the Bank Contrade in Europe, to 
make him available for interview somewhere in Italy because 
Mr. Vesco took the position that Felip had absolute 
knowledge of facts that would absolve him of any alleged 


perjury and there was some discussion about that with 


Mr. Cooke at that meeting as well. There were probably othdr 
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things discussed that escape me at the moment. 
THE COURT: The last point was that there was 
discussion by Vesco with Cook about the possibility of 


making Felip available to the SEC, is that right? 


THE WITNESS: Yes, sir. The discussion or 
the controversy in that matter was involved in whether 
he would be available for sworn depositions. 
THE COURT: All right. 
Q Did Cooke take the position he wanted Felip 
available for sworn depositions? 
A Yes, sir. 
Q Did Vesco say he would attempt to do that? 
A My best recollection at the moment is that Vesco 
said that Felip took the position that he could not — 


for sworn testimony because of some jecpardy which was never 


defined that he would be in with his bank employer if he did 


that. 

Q You referred to a meeting in late June. 

A There was another meeting in late June that 
involved Mr. Sporkin and Mr. Thorpe, Мг. Vesco, Miss and 
Mr. Cooke. 

Q Where was that meeting held? 

A That meeting was held, as I recall it, in 


Mr. Cooke's office at the SEC. 
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Q Can you tell us what was said at the meeting 


concerning the progress of the investigation? 

A There was a very wide r .ng discussion of the 
whole investigation and the status of it at that point. 
Аз I recall Mr. Vesco was complaining because he had been 
led to believe or all of us had been led to believe that the 
investigation was winding down some time in March or April. 
It was now the latter part of June, Vesco protested very 
vehemently in that regard. There was some dialogue between 
him and Sporkin which escapes me now but there was headed 
dialogue about staff attitudes and Vesco repeated 
allegations of harassient. There was some, as I recall it, 
discussion on Sporkin's part of things that were far from 
resolved and there was mention made of this possible perjury 
count and other things. In general, that was the nature 
of the discussion. There were some specific parts of the 
conversation that related to the Value Capital transaction, 
that is the sale of VC. and the sale of ТСС -- that is the 
so-called Global deal in which Sporkin expressed some 
reservations and questions about the bona fides of those 
transactions. Basically that was the nature of the conver- 
sation. 


THE COURT: Who was there? 


THE WITJESS: Mr. Stanley Sporkin, Mr. Cooke, 
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Bradford Cooke, Merle Thorpe of Hogan & Hartson and Vesco 
and myself. 

THE COURT: Why were you tuere? 

THE WITNESS: I actually had arranged the meeting 
through Mr. Cooke. 

THE COURT: You were there representing "чом? 

THE WITNESS: ICC. It was a meeting which I asked 
for because I thought that it might be useful to have a meeting 
at the staff level and which Mr. Cooke had arranged. 


Q Was there any discussion of alleged securities 


law violations? 


A Yes, there was. There was some broad discussion about 


the possibility of settlement and there was again a repetition 
by Mr. Sporkin of what I had heard before through Mr. Cooke, 
that as far as the staff was concerned that any kind of 
settlement would have to contemplate an injunctive order 


against ICC. I say against ICC in the context of the 


whole investigation. I have always assumed that ICC was the 
principal thrust of the investigation. 


MR. CARROLL I have no further questions, 


your Honor. 
CROSS EXAMINATION 


BY MR. SHRAGER: 


Q During the course of your activities in this 


10 


11 
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regard did you get the chance to discuss the matter of 


the SEC investigation with members of the firmof Hogan & 


Hartson? 
A On many occasions, yes, sir. 
Q Do you know whether or not the firm of Hogan & 


Hartson was ever asked for or delivered an opinion as to the 
jurisdiction of the SEC with respect to the IOS trans- 
actions? 
A Yes, sir, I was shown a copy of that opinion 
when I have first became associated in the matter. 
Q What was that opinion, sir? 
А It was the opinion stated in а letter written 
I think back in March of 1971. It was the opinion of 
Hogan & Hartsonthatthe SEC did not have jurisdiction 
and that was the position that was taken consistently 
throughout the matter as far as I know. 
Q Was that the position taken by ICC md Hogan & 
Hartson as far as you know throughout the period of 
these various conversations you have told us about? 
A Yes, that position was never abandoned as far 
as I know during my association of the matter. 
THE COURT: Who was Hogan & Hartson in that? 
THE WITNESS: The letter was written, as 1 recall 


it, to Chairman Casey of the SEC but it was -- that 
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opinion was expressed in a letter written to the SEC. 


Q Mr. Vesco had copies of that letter, did he 


5 | А Yes, sir. 


6 | о То your knowledge, dad Hogan & Hartson ever 


inform Mr. Vesco that their opinion changed , that is 
throughout the period we are talking about? 
A Not to my knowledge. 
Q In the course of your discussions with people 


from Hogan & Hartson and Mr. Vesco after these various 


meetings that you have told us about was there any change 


in their opinion that the SEC did not have jurisdiction? 


M A As far as I am aware that opinion was one that 


b they continued to maintain even at the time I became disassoc 


ated from the matter. 


п THE COURT: logan & Hartson's letter to the SEC 


18 was written оп behalf of whom? | 
19 THE WITNESS: On behalf of ICC, as far as I know. 

20 Q As far as you knew, Mr. Sears, it is a fact, is it 

21 not, that this was an investigation of ICC? 

2 А That was my understanding, yes, sir. 

з о Аа -- 

A А I knew that the investigation grew out of certain 

2 matters relating to the filing of registration statements by 
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| 
2 тес. 
| 
3 | MR. SHRAGER: Nothing further, your Попог. 
4 | REDIRECT EXAMINATION 
|! 
" | ВУ MR. CARROLL: 
в | Q When you were initially retained by ICC, Mr. 
' Sears, to assist in the handling of the SEC investigation 
8 
were you told by anyone at ICC that there was no need to 
9 
worry because there was no jurisdiction over the allegations 
” contained ог being investigated? 
n A Oh, no. 
12 
Q When you reported to Mr. Vesco the various meet- 
1 ы Р 
ы ings you had had as you testified to, did Mr. Vesco say 
14 " å : 
"I am not concerned with that because there is no juris- 
% diction, Hogan & Hartson told пе that."? 
" A No,s ir. 
" Q Do you know whether there was any sale by ICC 
№ of assets in June of 1972? 
19 MR. SHRAGER: I object. This is beyond the scope 
2 d direct and it is improper redirect. It has nothing to 
21 P 
do with anything. 
= MR. CARROLL: It has a lot to do with it. 
a THE COURT: I will allow the question. 
2A à; 
A There was, yes, sir. 
25 


Q What happened in June of '72? That is as far 
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as the IOS properties are concerned. 


A 


I believe all of ICC's inteic.t іп the IOS 


entities was sold. I think that in June was the Global 


deal. If I am not mistaken all those assets were sold to 


an offshore entity. Global still confuses me but we 


commonly called it the Global deal. 


THE COURT: Who is we? 


THE WITNESS: I am speaking now аз a member of the 
board of directors as the time it was referred to as the 


Global deal. 


MR. CARROLL: Т have no furth?r questions. 
RECROSS EXAMINATION 


BY MR. SHRAGER: 


Q You indicated, Mr. Sears, that after the April 


meeting Mr. Vesco reamined optimistic that Mr. Cooke could 


be convinced that the staff position was perhaps not the 


18 one that should Бе followed by the SEC. 

19 А І think you characterized it somewhat differently. 
20 THE COURT: Could you read the question back, 

2 please. 

= (Question read.) 

2 | THE COURT: Мг. Vesco was not at the April meeting. 
м | THE WITNESS: No, sir. 

25 


THE COURT: He was not? 
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| 


| THE WITNESS: No, sir, Не was not. 


3 | THE COURT: I am а little confused about the question. 
4 | I take it what Mr. Shrager is asking you is: Was Mr. Vesco 
«5 of this frame of mind as a result of what you told him about | 
| 

6 | the April meeting, is that what you understood? | 
7 THE WITNESS: No, sir, what I said and what I assume | 
5 was Mr. Shrager is getting at is what I said -- and 

9 I wouldn't characterize it quite that way -- what I said was 
10 that confronted with these allegations Vesco tended 

to disccunt them and ч them off and said that to him 

12 it indicated that the staff had brain-washed Cooke and he re- 
аз stated to me his own position which was that he had not 

14 lied nor had ICC any interest nor had he any interest in 

15 | those shares at the time. He was restating I — 

16 position as best as Ican describe it. 

11 THE COURT: What was his position? Did he state 

18 to you what he based his position on? | 
19 THE WITNESS: No, at thattime I am sure he did not 

2 give me details. I later learned some additional details | 
21 but never really got the full story. I got mostly 

2 aasucences by Vesco that oe simply -- that those allegation 
23 were not true. 

2A THE COURT: You knew some time in February, 

25 


I take it, that Vesco told you he had met with Mitchell 
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and Mitchell -- | 
THE WITNESS: I had met with Mitchell, not Vesco. 

Veeco never met wit Mitchell. 
THE COURT: And Mitchell, did he say to you that 


he thought > meeting with Cooke might be possible? 


THE WITNESS: No. Mitchell had indicated to me 
in response to my direct query in that regard that he thought 
it might be — for me to meet with Mr. Casey. 

THE COURT: I see. Т misread my notes. 

You met with Mitchell and a few days later you 
reported to Vesco about your meeting with Mitchell? 

THE WITNESS: That is right, yes,sir. 

THE COURT: All right. 

Q This sale to Globe, as you mentioned, Mr. — 
and I will not try to figure out which Globe it is, was this 
part of the de-Vescoizing process you mentioned? 

A Well, I would say yes. It was generally speaking 
though not so much de-Vescoizátion at that point, it was a mat- 
ter of separating IOS and ICC. The de-Vescoization process 
I consider as relating to that period of time when Vesco was 
considering selling his shares and getting rid of his 
interests and wher he was giving up official position with 
the company. 


Q Rather this was part of the process of trying to 
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separate out the їсс operation, what had always been the ICC 
operation from IOS? 

A Yes, and that was part of a philosophy developed 
by the board, as I read it at that time and I was part 
or Lit. 

Q Was this investigation that was being conducted by 
the SEC having effects upon the operations of ICC? 

A Yes, it was. I was told that and I believed that 


to be the case. 


Q What effects were there? Were they helpful or 
harmful? 
А Harmful effects. 


MR. SHRAGER: Nothing further. 

REDIRECT EXAMINATION 
BY MR. CARROLL: 

Q The Globe transactions which have keen characterize 
as an attempt to separate 105 from ICC, was there a rations е 
or reason behind that at all connected with the ICC investi- 
gation? 

A Yes,sir, it was as far as the discussions ‘vc. ved 
in the board. 

Q What was the thinking on that? 

A There war really two elements, as I recall it. 


One, there was the justification of the transaction framthe 
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Standpoint of the stockholders of ICC and at that point 


the justification was grounded basically and I believe a 


$7-1/2 million profit which was to be made. The other 
part of it which was perhaps the most important part from 
my standpoint at least as I remember not to discount 

the other, but the important part was the disassociation 
of ICC from IOS because of the obvious bad effect it had 
had and because the SEC investigation I thought then and 
other board memebers was doing to the company. 


Q Was the thought that by means of the Globe 


transaction and the other transactions in which ICC got rid 


of the IOS assets that this wouldeliminate the SEC problems? 
A Well it was thought it would be helpful because 
if ICC was no longer connected, so to Speak, there was 
some strong feelings and opinions expressed at that time 
that it would he helpful in that regard. 
Q And these transactions toc place before the June 
meeting at the SEC attended by yourself and Mr. Vesco? 
A Yes, sir, they did. 
MR. CARROLL: Nothing further. 
MR. SHRAGER: I have nothing further, your 
Honor. 
THE COURT: I am а little puzzled. І guess I know 


the answer to this question. But in response to a question 
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by Мг. Shrager just а few moments ago you said that 
something was having a bad impact inside ICC. I think 
I heard you say that, is that right? W hat was that? 

THE WITNESS: I believe that referred to the 
effect of the SEC investigation. Vesco constantly 
articulated the harmful effect it was having, bad publicity 
in the world press, particularly the financial press, 
the questions raised by creditors, the sensitivity of relation- 
ships with creditors that were being harmed by stories that 
were appearing. 

These were things Vesco constantly talked about and 
I believed them tohave some substance at the time and i 
believed other members of the board did as well. 

THE COURT: So that the Globe deal, as you refer 
to it, was a way of attempting to take care of this 
question, this problem? 

THE WITNESS: It was one justification for it, one 
reason for it as well, yes, sir. It was probably the one tha 
was most articulated in the meetings that we had which in- 
volved that transaction and it led up to board approval, 
as I recall it. 

THE COURT: Did the board understand where the 
$7-1/2 million was coming from? 


THE WITNESS: Well, there was a breakdown and I 
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confess that the details of it escape me now but there was 
quite a discussion about one aspect of it which I believe 
involved the tax indemnification involved in another trans- 


action which was included as part of that. I know that 


the then accountant had somebody there -- 

THE COURT: That was se;arate. I just wondered 
whether the board understood where the 7-1/2 million was 
coming from as bearing on whether -- 

THE WITNESS: There was some discussion as to 


whether the moneys would be paid. At that meeting there 


was a heavy discussion about whether or not it was a bona 


fide arm's length deal. I remember Merrill Thorpe questioning 
Vesco at some length because Mr. LeBlanc was the principal 
in the company that was buying. There was some discussion 
about whether LeBlanc actually had the money or would be 
able to meet the obligations or whether Globe would be able 
to meet the obligation: at that time. 

THE COURT: Anything else? 

MR. CARROLL: No, your Honor. 

THE COURT: Thank you, Mr. Sears. 

(Witness excused.) 


MR. CARROLL: Мг. Polisar. 
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LEONARD M. POLISAR, called as a witness 
on behalf of the plaintiff, being first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 


BY MR. CARROLL: 


о ‘Mr. Ро1ізаг, by whom are you presently employed? 


Baker Industries. 


Q What is your position there? 
A 


Vice president, secretary and general counsel. 
Q Have you previously been employed by International 
Controls Corporation? 
A Yes, I have. 
When was that? 


From June of 1972 to the beginning of February 


What position? 
Fice president and general counsel. 

Q Reference has been made to de-Vescoization by a 
couple of witnesses here. Were you involved in any trans- 
actions which the effect was to be de-Vescoization of ICC? 

A Yes, I was. 

Q What transaction was that? 

A Basically it was a proposed sale of the stock held 


by Vesco and/or Vesco & Co. to a company called Goldfield 


— 


N 


> 


10 


11 


ЖТС © 


Transcript 


978a 


jqbr Polisar-direct 78 


Corporation or Goldfield Company. 


Q Approximately when did these negotiations take 
place? 

A somewhere around September of 1972. | 

Q Did you personally participate in the — 

A I participated in some of the negotiations. | 

Q Who else participated in these negotiations? 

A There were Art Rothcoff from Hogan & Hartson, one 


or two other attorneys from Hogan & Hartson, John Doherty, 


Larry Richardson was present at some of them, I believe eithe 


Al Bloom or one of his associates from Lybrand was present 


at one or more of those meetings, maybe it wasn't Al. I am 


notsure. It is a long time ago. And the main negotiator wa 


Vesco himself. 


Q Do you recall any specific meeting, negotiating 
meeting? 
A I remember there was a meeting that took place at 


ICC headquarters ix ia: New Jersey at which 

there were three people from Goldfield who were in attend- 
ance, one was James Setilli, Jr. and his son James 

Setilli III and an attorney whose name I don't remember 

for the. Then there was Vesco, again one or more attorneys 
from Hogan & Hartson, myself and Larry Richardson. 


Q Were you present throughout the meeting? 


хи 
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A No. On at least one occasion the roanwas 


cleared of everyone except Vesco and James Setilli, Jr. who 
was the father of James Setilli III. 
Q Was this meeting a negotiating meeting where 
various points were being negotiated back and forth? 
A Yes, it was. 
THE COURT: What was the date of the meeting? 
THE WITNESS: Somewhere in September, possibly as 
late as October of “72. It might have been as early as 
August though I am not sure. 
Q Was anyone from Vesco & Co. other than Mr. Vesco 
present at these meetings? 
A No, they were not. 
Q During the Goldfield transaction. 
A No, they were not. 
THE COURT: What was the name of the Setilli 
company ? 
THE WITNESS: Goldfield. 
THE COURT: What business are they in? 
THE WITNESS: Partially real estate. They were in 
a controversy -- 
THE COURT: What business were they in? 
THE WITNESS: I think the main business was a 


controversy with General Host Corporation and one of the 
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major assets was the litigation against General Host. That 


3 is primarily all I сап remember. I think they were in real 
4 estate as well. 
| 
5 THE COURT: Real estate located where? 
6 THE WITNESS: Florida anu elsewhere. Т don't 
7 remember. The real estate at issue here was in the State 
8 of Florida. So that they owned very substantial amounts of 
9 acreage in Florida which was the subject matter of this 
10 transaction and I don't recall where else the real estate 
11 was or whastelse it was that they had done. | 
12 | о While you were employed by International Controls 


Corporation did your duties have anything to do with Vesco 


& Co.? 
15 А I was familiar with the fact that Vesco indi ths 
was being organized and that shares of International Controls 
were being transferred to Vesco & Co. 
18 Q Do you have a file on Vesco & Co. while you were 


at International Controls? 


20 А At one time I had а file of Vesco & Со. while 


I was at IC. 


Q You said at one time. That indicates to me 


something else. 


A Yes, while I was out of the office at some point 


"T2 OF 


in either December or January of 1972, December of 
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January or maybe the very beginning of '73 Mr. Vesco came 
down to my office and took that file from my secretary. 
MR.SHRAGER: I have to object to this testimony. | 


The witness got through saying it was while he was out of the 


office. This is obviously going to be hearsay testimony and 
it shouldnot be permitted. 
THE COURT: Yes, Mr. Polisar, I sustain the ob- 
jection. | 
Q Did a point in time come when the file was 
missing from your office? 
А Уез. 
Q Did you speak to Mr. Vesco about that? 
A Yes, I did. 
Q What did you say to him and what didhe say » 
you? 
A I said that my secretary had informed me that he had 
taken a file from my office and I would like to return 
and he said he didn't have it with him but he would return 
it. 
Q Did he ever return it? 
A No, he did not. 
MR. CARROLL: No further questions. 
MR. SHRAGER: I have no questions, your Honor. 


THE COURT: What was in thefile, Mr. Polisar? 


16 


17 


5 
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THE WITNESS: To the best of my recollection 
there were several memos. 

THE COURT: Were you counsel or the attorney for 


Vesco & Co., Inc.? 


THE WITNESS: No, I was not. 

THE COURT: Why did you happen to have a file on 
Vesco & Co., Inc. in your office? 

THE WITNESS: Because the subject matter or the 
main asset of Vesco & Co. was ICC stock and it was felt 
that I ought to know what was happening to control of the 
ICC stock. 


THE COURT: You say it was felt that youought 


again. 

Who initiated in your office a Vesco & Co., Inc. 
file? 

THE WITNESS: I would assume Mr. Vesco. 

THE COURT: Was the file there when you became 
general counsel? 

THE WITNESS: No, it was not. 


THE COURT: It was set up not by you? 


THE WITNESS: No, I think what had happened was that 


I was told that Vesco & Co. was being organized by Mr. 


Stern, I believe, of the Hannoch firm and there were some 


to know. Who felt that you ought to know? Letme start over 
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questions there that he wanted me to be aware of what was 
happening. 

THE COURT: Who? 

THE WITNESS: Mr. Vesco. Because it related to ICC 
stock. 

THE COURT: So he wanted to keep some papers in 
your file or wanted you to keep ir ur file, which is it? 
He wanted you to keep in your file? 

THE WITNESS: What happened was that at that 
point I kept the papers. 

| THE COURT: Papers that you received from 
Mr. Vesco? 

THE WITNESS: That I received from Mr. Vesco and 
from Mr. Stern and there were occasions on which ма papers 
were added to by Hogan & Hartson. 

THE COURT: What were you supoosed to do with those 
papers? Read them? 

THE WITNESS: REad them, keep them. 

THE COURT: And then do what? Just be aware of 
that? 

THE WITNESS: To be aware of them, I think. 

THE COURT: Were you ever asked to give any advice 
to Vesco & Co., Inc.? 


THE WITNESS: No, Iwas not. 
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- THE COURT: Under the circumstances were you | 
` | 
3 | Surprised when you found that Mr. Vesco had directed or 
4 | came down and took the file from your office? 
” 5 THE WITNESS: Yes. 
6 THE COURT: Why? 
7 THE WITNESS: Because Vesco & Co. after that point 
8 was used аз a vehicle in the Goldfic!d transaction as part of 
9 the де-Уезсо1 zation. 
10 ТНЕ COURT: I understand that but I understood you 
11 to be telling me that Mr. Vesco asked you to maintain 
12 this file and put it in your office, I take it, as a matter | 
i3 of convenience so that you could be aware of whatever was 
14 in the file. It wasn't a matter that you were supposed 
15 to give advice on. | 
16 THE WITNESS: I don't think it was a question of 
17 please mainta .. г file as be aware of what had happened and 
18 


in being aware of what was happening a file was built up. 
i 


19 I am not sure if I am making myself clear. 


THE COURT: Yes. It was being built up not because 


21 it was your responsibility to conduct or deal with those 

2 matters but rather because Mr. Vesco wanted a file built 

2 ур. Maybe 1 am not stating it correctly but I gathered, 

24 аз a matter of at least convenience and perhaps as а matter 
25 


of keeping you informed, he had a file placed in your of- 
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fice. But it wasn't a matter that was really a part of 


your responsibility, as I understand what you are telling 

me. Maybe it was. I am not clear on this. Obviously I 
father from what you have said that you were at least sur- 
prised when the file was removed and I think you told me that 
you asked your secretary or you spoke to Mr. Vesco, one or 
the other, and asked him to send it back and he said he would 
and it never came back, which suggests to me that you 

thought you shouldhave the file. This is what I am trying to 
get at. If it was just a file placed in your office as a 
matter of convenience and а way of keeping you informed Ы. 
it wasn't anything that you had to deal with I would suppose 
the owner of the file could remove it whenverhe wanted to. 
But your point is that you thought you had -- well, "ei 
obviously didn'tfeel that was quite the situation. 

Can you spell out for me a little further why you 
felt аз you did? 

THE WITNESS: Basically I guess because at the time 
that it was taken i” instructions to my secretary had been 
that no papers were to be removed from my office by Mr. Vesc 
and she was very agitated when I came back and she said that 
he had taken that file from her and I guess my attitude was 
simply that any file in my office should not have been 


taken regardless of what file it was. 


| 
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COURT: Did you speak to Vesco or did she speak 


WITNESS: I spoke to Vesco. 


COURT: You asked him to return the file? 


WITNESS: Yes, sir. 


COURT: And he said he would? 
WITNESS: Yes, sir. 

COURT: And it didn't come back? 

WITNESS: No, sir. 

COURT: That was when, can you place the time? | 


WITNESS: Probably in January would be my 
COURT: This wouldbe of '73? 


WITNESS: “73. 
COURT: You left the company in February? | 
4 


WITNESS: That is right. 
COURT: How did that come about? | 


WITNESS: In a board meeting in January | 


the controller Gary Benjamin was removed from his position 


by Mr. Vesco and the majority of the board against my 


opposition and several others. At the time that was done 


I stated to the board that I thought it was being done in 


retribution for his work against Mr. Vesco and I objected 


B 


strongly to that and said that if he was fired by this board 
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I would submit my resignation. Не was fired and I submitted 


my resignation. 

THE COURT: Gary who? 

THE WITNESS: Benjamin. 

THE COURT: All right. 

MR.SHRAGER: Nothing, your Honor. 

THE COURT: Thank you very much. 

(Witness excused.) 

MR. CARROLL: Your Honor, I have nothing further 
at this time. I would like to make a couple of comments. 

First, we have attempted to subpoena Miss Shirley 
Bailey here by serving her with a subpoena duces tecum. 
We Lave been unsuccessful at this point although we have had 
someone on it for the pst week. 1 understand Miss — 
is out of the country and therefore outside the subpoena powe 
ofthe Court. We did serve a subpoena duces tecum оп the 
firm of Наппосі, Weisman asking for various documents. 
I would like to mark a copy of both of the subpoenas or the 
subpoena served on Hannoch, Weisman аз an exhibit. I will 
mark the original. 

MR. SIIRAGER: Before we do that, I think we should 
point out that Item 16 on that subpoena Mr. Carroll and I had 
some discussions about it and we agreed that it should be 


deemed to read "All correspondence between Vesco & Co.,.Inc. 
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or its attorneys concerning Vesco & Co., Inc. and Robert L. | 
Уезсо." Тһе way it is originally written would call 
for all correspondence between my firm and any other attorneys 
for Vesco & Co. and Mr. Vesco whether or not it was related | 
to the subject matter of this action and I informed Mr. 
Carroll that I thought it was rather broad und he agreed. 
(Plaintiff's Exhibit 10 was marked for 
identification.) 
MR. CARROLL: The addendum to the subpoena 
requests the production of 16 items or categories of docu- 
ments. Mr. Shrager has responded to the subpoera by 
producing what looks to be the minute and stock book of 
Vesco & Co., Inc. and I am noc sure, I naven't had a chance 
to look at what the other documents are. I do — — 
what Mr. Shrager has produced does not include what we feel 
probably are the most important documents as faras what we 
hope to show and that is cancelled checks and checkbooks, et 
cetera, of Vesco & (o. and financial statements of Vesco & 
Co. so that we could put in some proof as to exactly what 
activities Vesco & Co. has engaged in if there have been 
such activities in the past two years or so. | 
But we do not have those documents. I would like 
to have the opportunity to look through the documents which 


have been produced to see if there is anything in there that 
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2 we would like to offer as additional exhibits. 
3 THE COURT: What is your position, Mr. Shrager? 
4 | Why haven't you produced the other documents? 
5 MR. SHRAGER: Because I don't have them. 
6 THE COURT: They don't exist or you don't have 
7 them? 
8 MR. SHRAGER: I don't have them. Mr. Carroll coul 
3 have engaged in discovery. They controlled setting up this 
10 thing. If they wanted to take an appropriate procedure to 
11 use discovery to see what there is I assume Vesco & Co. 
12 - a defendant in this actionwould have to conform. 
13 THE COURT: Do I take it your position is that you 
14 hve produced everything thatyou are required to produce under 
15 the subpoena? 
16 MR. SHRAGER: Yes, sir, I have produced everything 
17 in my possession or my firm's possession called for under 
18 the subpoena. 

THE COURT: Can I see the subpoena? 
2 MR. CARROLL: Yes, sir. 
21 THE COURT: Is there anything else you want to say? 
21 MR. CARROLL: I would like to say that I feel 
<) that ме have more than met our burden of proof on the various 
2A issues presented here and I think it is incumbent upon Vesco 
№ ; 


to produce documentary proof as to what activities they have 
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engaged in up to this point. 

THE COURT: I wondered about that. I am addressing 
myself now only to the subpoena. As to whether or not you 
have met your burden of proof otherwise, that is an entirely 
different question. ы 

As to the documents you have subpoenaed are you sug 
gesting you have met your burden by subpoening the lawyer? 

MR. CARROLL: No, your lionor. We have sub- 
poenaed every one we could subpoena. Ме tried to subpoena 
Miss Bailey. She was apparently out of the country. 

THE COURT: Does Vesco & Co., Inc. have a corpor- 
ate address thatyou can serve? 

MR. CARROLL: With process but not as far as a 
subpoena. I don't know of a corporate office for — 

a subpoena duces tecum. 

THE COURT: They don't have an address? 

MR. CARROLL: Т am looking at a tax return now 
and the address is a post office box in Denville, 

New Jersey. 

THE COURT: Doesn't a New Jersey corporation -- 

MR. SHRAGER: It is a Delaware corporation, your 
Honor. 

THE COURT: Don't they provide that you can serve 


the Secretary of State? 
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MR. CARROLL: With process, your Honor, but 
the Secretary of State will not accept the subpoena. 


THE COURT: Your position is that you tried to 


getthe documents, you have done everything you can to get 


them and they aren't here sowhat? 


MR. CARROLL: The only persor within the subpoena 


power of the Court as far as we could tell would be Miss 
Bailey who does have a residence in New Jersey but apparently 
has not bee there for quite some time and ме мге unable 
to serve her. We did the only thing we had left which was 
to serve the attorneys who attended the incorporation and thip 
is whatwe have received. Most of the correspondence we 
have seen in this case relating to Vesco & Co. carries an 
address of Hannoch, WEisman. You will notice on the SEC 
filings we have -- 

THE COURT: A least a couple of them. 

All right. 

MR.SHRAGER: Т would like to suggest at this time 
that we deem that I have made a motion to dismiss and that 
we reserve everything on it and for me to call a witness 
at this time. 

THE COURT: Letus not deem it. You are making 
a motion and I will reserve on it. 


MR. SCHRAGER: Yes, sir. 
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I would like to call Mr. Bloom at this time. 


К. BLOOM, called as witness Бу 


defendant Vesco & Co., Inc., having been first duly 


| sworn, testified as follows: 


DIRECT EXAMINATION 


Q 


A 


BY MR. SHRAGER: 


What is your profession? 

I am an accountant. 

Are you a member of any firm? 

Yes. J.H. Cohen & Company. 

How long have you been a member of thatfirm? 
Since March lst ‚1973. 

Before that were you a member of any firm? 
Yes. 

What firm was that sir? 


Coopers and Lybrand, formerly Lybrand, Ross 


Brothers and Montgomery. 


Q 


A 


Vesco? 


How long were you with them? 
Approximately 15 years. 

Are you a certified public accountant? 
Yes. 


Are you acquainted at all with Mr. Robert L. 


Yes. 
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Q When did you first meet him, sir? 
A Late 1966. 
Q Was your contact with him prcfessional? 
A Yes,it was. 
Q In the course of relating to Mr. Vesco did you 


have any occasion to get involved on any estate planning you 


performed for Mr. Vesco? 


А Yes. 
Q Would you tell us briefly the circumstances? Also 
the date. 


A Some time in the latter part of 1967 I met with Mr. 
Vesco to discuss with him just tax planning in general. 
At that time I probably, as we did with many of our clients, 
introduced him to the fact of estate planning. 
MR. CARROLL: I object to this. He says probably 
did. I don't think that is proof that he did tell him what 
he is going to say. 
THE COURT: Overruled. Go ahead. 
Q Continue please. 
A І acciainted him with the fact of bringing his 
will up to date, of doing all the necessary things that 
we suggested to many of our corporate clients and to the 


executives of those clients. 


Q At that time was ICC а corporate client of 
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Lybrand? : 
A Yes, it was. He said "What should I do about an 
attorney?" 
I told him or I suggested to him Milton Stern 
of the firm of Hannoch, Weisman, Stern & Besser. He said 


it was fine with him. 

Q Did a meeting subsequently take place between 
Mr. Stern, yourself and Vesco concerning estate planning? 

A Yes, sir. 

Q When was that? 

A The latter part of "67. 

Q Can you give us a brief idea ofwhat was discussed 
at that time? 

A The matter of first importance of course was to 
get Mr. Vesco's will up to date. The second matter which wa 
discussed with him was a rather complieted estate planning 
technique which is quite commonly done in situations such as 
his where an individual who has accumulated some wealth and 
anticipates a much greater increment in wealth through his 
corporation, by virtue of his corporation increasing in 
value over a period of time, we suggest to these people and did 
зо to Mr. Vesco that he consider forming a personal 


holding company. We would normally recapitalize in a situatio 


like this but of course we had public ownership so we couldn't 
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recapitalize the company. What we instead did was suggested 
to him that he form а personal holding company and that 

he attempt to freeze his present interest in International 
Controls by exchanging his ICC stock for securities of 

a new company. The securities of the new company would in 
effect be a preferred stock which would have a redemption 
value equal to the then present value in ICC and he would 
also take back voting stock which would still enable him 

to keep control of the company and at the same time, 
constitutionally thereto, his children would exchange their 
shook interest for non-voting stock. The non-voting stock 
though would be issued at a much greater proportion than the 
voting stock. So consequently if the plan is effected 
properly a greater proportion of the future value of ie 
company would inure to the benefit of the children and not to 
Mr. Vesco. 

This has the benefits of freezing his estate and 
passing on tne future increment in value of ICC to the 
second generation. 

THE COURT: This was in 1967? 


THE WITNESS: The plan was proposed in late 1966 


in a general form to Mr. Vesco. 


Q Did you also discuss with Mr. Vesco at that time 


the creation of a trust for the benefit of the children? 
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A I believe we might have but it was not -- it was 
secondary to it, one, the will and, two, the recapitalization 
or the formation of the personal withholding company. 


(Defendant Exhibit A was marked for identifi- 


cation.) 


THE COURT: Did he have a wili at that time? 
THE WITNESS: I don't recall, your Honor. If it 
was it was a rather simple one, I would assume. 
THE COURT: But you don't know? 
THE WITNESS: I don't recall. 
Q Mr. Bloom, let me show you Defendant Exhibit A for 
identification and ask you if you can identify that? 


A Yes, I can. 


Q Would you tell us what it is, please. 


A Essentially it was a letter which was prepared 
by Milt Stern and written to Bob Jeffers, who was a partner 
at Hogan & Hartson. Mr. Jef “ers represented ICC before 
the Securities and Exchange Commission and other matters pertdin- 
ing to ICC and at the same time, of course he represented Mr. 
Vesco. 
In essence, Mr. Stern outlined -- 
MR. CARROLL: I would like to see the letter before 
he reads it into the record. 


THE COURT: Yes. 
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MR. SHRAGER: I have no objection. In fact, 
if Mr. Carroll is willing I will shotcut the testimony by 
offering the exhibit. 

MR. CARROLL: This indicates a copy to Mr. Bloom 
and I would like him on a voir dire question whether he 
got a copy of that letter. 

THE WITNESS: Yes. 

MR.CARROLL: No objection. 

(Defendant's ExhibitA was received i 

evidence.) 
Q Mr. Bloom, what happened next with respect to this 
holding company concept as far as уок пом? 


A Not much for quite a period of time. 


Q What happened? Was a reply received from Нодап 


& Hartson? 

A Over a year later. 

Q Was the consept implemented at that time? 

A No, it was not. 

Q There has been some reference on stipulation put 
into the transfer in 1971 by Vesco and his wife of three 
parcels of real estate to certain trusts. 

Are you familiar with that transaction? 
A Yes, I am. 


Do you know the purpose of that transaction? 
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Yes. 
Q First of all, can you describe the salient details 


of that transaction for us? 


A The transaction was set up as a part sale, part 


gift. In effect, the parcels of real estate were sold to 


trusts which were created for thekenefit of Mr. Vesco's 
children for a consideration. 
Let me go back and say that the value placed on the 
property I believe was $365,000. The properties were 
sold to the trust for $220,000 for which promissory notes 
of the trust were taken back. 
The difference between the$220,000 sale price 
and the $365,000 value was deemed a gift and reported as such 
for U.S. gift tax purposes. 
Q This was the property that was the resident home 
of the Vescos? 
A And the surrounding properties. 
Q Was there a lease in connection with this transaction? 
Yes, there was. 
Do you recall the terms of the lease? 
Vag 21у. 
Who held the lease? 
It is just,I believe, that the Vescos, I think 


Vesco primarily, had a right to reside there. 
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2 | I forget if it was 20 years, but some period of time. I as- | 
3 | sume there might have been an option ro renew but I don't | 
4 | recall the details. | 
5 | THE COURT: This was a lease from the trustee | 
6 || of the trust bank to Mrs. Vesco? | 


7 THE WITNESS: That is right. It might have been 
8 Mr. and Mrs. Vesco. I think she had some additional rights. 
3 THE COURT: Who were the trustees? 

10 THE WITNESS: Richard Clay, Shirley Bailey and 

11 | Ralph Dodd. 

12 | Q Was this transaction basically an estate planning 


concept? 


‚ 14 А Yes. It was all in line with a view toward 
15 passing on property to the children. 
16 Q This morning Mr. Carroll also put in a stipulation 


17 concerning transfer of funds to trust bank accounts. In 
18 connection with these, you indicated that there were notes 
19 given by the trust to the Vescos. 
20 А Yes. 
21 Q And there was a rental payment to be m-?? by 
2 the Vescos to the trust? 
25 А That is correct. 
Q Do youknow whether or not of your own knowlddge 


this money referred to in this stipulation, some 


— 


№ 


о 


10 


11 


14 


17 


18 
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26,000 was deposited, whether that саге from rent? 
A I believe thatwas a rental payment. 
Q If you don't know tell us. 
A All I can say is I believe it was but I cannot | 


be absolutely certain. 

THE COURT: I thought you were talking of trusts of 
bank accounts. 

MR. SHRAGER: One of the stipulations that went 
in this morning, what Mr. Carroll means to show a pattern of 
transfer, was the transfer of some $26,000 or a deposit of some 
$26,000 into bank accounts maintained by the trust and what 
I am attempting to show is that the source of 
those funds were part and parcel of this estate planning 
condept that I am getting testimony on. | 

THE COURT: Who selected the trustees of the $365,000 
real estate trust, Clay, Bailey and Dodd? 

THE WITNESS: Mr. Vesco. 

Q Let us go back to the stipulation we were talking 
about this morning. You recall that stipulation concerned 
seme shares of Fairfield General stock and some shares 
of ICC stock. Prior to 1969 did the children of Robert Vesco 
own shares of ICC? 

A Yes, they. 


Q Did there come a point in time when Fairfield 
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2 General was spun off from ICC? 

3 A Yes. 

4 Q Approximately when was that? 

5 | A February 1972. 

6 | Q Did the children of Mr. Vesco receive then shares 

7 of Fairfield General on account of shares of ICC they owned 

8 prior to 1969? 

9 A Yes. 

10 Q And those were the shares that were covered in 

1 part of that stipulation this morning, do you remember the 

12 оаа ambered ones? 

13 A Yes. 

14 THE COURT: They gotwhose shares in exchange? 

15 MR.SHRAGER: By virtue of their prior id dd of 
ICC stock they received shares of Fairfield General when іс міз 
spun off from ICC. 

THE WITNESS: Fairfield was a wholly owned 


16 

17 

18 

19 subsidiary, your Honor, of ICC and in early February, I 
— of '72 they spun off Fairfield General to the 
existing shareholders of ICC cf which the custodian accounts, 
the children's accovnts, were shareholders. They received 


shares of Fairfield by virtue of their ownership of shares 


in Tec. 


8B vy Е S 


THE COURT: All right. 


A 


to 
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Did there come a point in time when the holding 


company concept was reactivated? 


A 


Q 


cept? 


A 


Yes. 
Approximately when was that? 
I believe in late 1971. 


What was done with respect to activating this con- 


I believe in February 1972 Librand, Ross Brothers 


& Montgomery prepared a ruling request which was submitted 


to the national office of the Internal Revenue Service at tha 


time asking that an exchange by Mr. Vesco and the children's 


trusts or the custodian accounts for the trusts what 


would transfer shares, that this exchange for securities 


of a newly formed company, Vesco & Co., Inc. would be a 


tax free exchange. 


(Defendant's Exhibit B was marked for 


identification.) 


Q 


Let me show you Defendant's Exhibit B and ask 


you if that is the ruling request? 


Yes, it is. 


And this is a document that you have seen be- 


Yes, it is. 


Is this a copy of the original? 
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A Yes. 
Q I show you Defendant's Exhibit E for identifi- 


cation. Is that the grant of the supplemental ruling 


reques ted? 
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2 A Yes, it is. 
хх 3 (Defendant's Exhibits C, D and E marked for 
4 identification.) 
5 MR. CARROLL: Ho objection. 
хх 6 (Defendant's Exhibit В was received in evidence.) 
7 Mr. Bloom, was an answer received from the | 
8 IRS? : 
9 A Yes, it was. 
10 Q Was the ruling granted? | 
11 А Yes. | 
12 Q Let me show you what has been marked as бебек а] 
13 | Exhibit D for identification. 
14 | Is that the ruling from the IRS? 
15 | A Yes, it is. 
16 Q Did there come a point in time when a supplemental 
17 | ruling was requested? 
| 18 | А Yes. 
19 | Q I show you Defendant's Exhibit C for identifi- 
20 cation. 13 that the supplemental ruling? 
| 
| 
| 


A Yes. 
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2 
Q All of these documents, Mr. Bloom, are copies. 
3 
Have you seen the originals of these? 
4 
А Уез. 
> 5 l = 
Q Are these true copies of the originals? 
6 
A Yes, they are. 
Т 
THE COURT: Is there any objection, gentlemen? 
8 
MR. CARROLL: I don't think there will be any 
9 
obection, your Honor. We have never seen them before. We 
- 10 4 
М would like to look at them. 
11 қ 
THE COURT: Is this your last witness, Mr. Shrager? 
MR. SHRAGER: Yes, sir. 
| THE COURT: Let us take a few minutes then. 
14 
(Recess.) 
А | ‘ 
MR. SHRAGER: Without objection I offer Exhibits 
16 | 
C, D and E. 
17 
хх (Defendants' Exhibits С, D and Е received in 
evidence.) 
Q Was B received? 
MR. BUTONSKY: Мо objection to B. 
21 
THE COURT: I have it. 
22 ; 
Q Mr. Bloom, can you describe for the Court, 
23 
please, the reason why this estate planning concept was 
м , ; 
developed, that is the holding company, what it seeks to 
25 


accomplish? 
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MR. CARROLL: I object to the extent it seeks to say 
why Mr. Vesco set it up. 
THE COURT: I suppose he can't give us Mr. Vesco's 


reasons but he can tell us what Mr. Vesco said to him. | 


Q And why you recommended this transaction and what yd. 


said to him and what he said to you. 

A Well, this concept, the use of the personal hold- 
ing company or in сазез of closed corporations, which we 
weren't, recapielizing, is quite common. As I indicated, 
if a company, if the owners of a company can foresee a 
situation where the value of a company may ыла: 
dramaticz:lly over а period of time that one of the ways in wh 
thay can reduce their estate costs or potential estate тәм 7 
is to try to freeze.the present value of the company МИР 
разв the future growth onto the next generation and this was 
precisely the situation which we saw here. Mr. Vesco was 
a dynamic individual. He had great aspirations for the 
company. I think at the time we saw him the stock of the 
company was selling at about $10 a share, something in that 
range. These were the go go days in the stock market. He 
was looking toward 50, 100 as the case may be. We thought it | 
an excellent idea under the circumstances a possibility to 
freeze his interest which was roughly at that time, I guess, 


1 million shares at $10. 
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THE COURT: What was the stock worth then? 

THE WITNESS: J think about $10 a share. 

THE COURT: It was on the American Exchange? 

THE WITNESS: Yes, it was. Hold on, I think they 
applied for listing I think in early 1968. I think it was 
over-the-counter and they applied for listing in early 1968 
and I think it became or listed,I believe,around May 1968. 

THE COURT: In any event, over-the-counter had a 
market value? 

THE WITNESS: Yes, it did, your Honor. 

TIL COURT: And you think it was around $10? 

THE WITNESS: I believe so. So he already had a 
value, an indicated paper value, of about $10 million before 
any discounts, of course. 

At thatime, if we could recapitalize or set up 
the personal holding company then we had the opportunity of 
freezing his value of the estate through a preferred stock 
issuance and pass оп the future stock growth of the stocks | 
to the children. | 
THE COURT: When you say freeze, you mean income 
THE WITNESS: Potential estate costs. How this works 


is simply he takes back a preferred stock. He exchanges 


| 
| 
| 
| 


his common stock interest for a preferred stock which has 


SOUTHERN Dís?*ICT COURT REPORTERS. U.S. COURIHOUSI 


16 


17 


B » B RB 


Transcript 
1007a 
jabr Bloom-direct 107 


a redemption value equal to the then present interest in the 
company. lie also has or causes to have issued to him a vot- | 
ing stock but at a much lower percentage of the total common 
Stock of the company. Не children simultaneously transferred 
in their shares of stock. 

Q When the stock increases the common stock benefits 
and the common stock that had go in effect to this children 
would РИЧИ in value, assuming that the 
increase happns, and when he dies, he and his wife Же, there 
is no estate tax payable on the increase? 

A That is correct. It is only on the value of the 
preferred stock. That is absolutely right. 

Q There was a delay, Mr. Bloom, in implementing this 
plan. Why was that, sir? 

A Well, the transaction for one person or another 
had to be reviewed extensively by Hogan & Hartson. 

TIIE COURT: What do you mean for one reason or 
another? 

THE WITNESS: They were SEC counsel to the company. 

THE COURT: Don't tell us what you think. 

Do you know why? Did they tell you why they had 
to review it? 

THE WITNESS: All that Mr. Vesco said was that it 


had to be reviewed by llogan & Hartson. 
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THE WITNESS: They submitted an extensive memorandum 
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2 THE COURT: What was the SEC problem? | 
3 | THE WITNESS :logan & Hartson was SEC counsel for the | 
4 company. Hogan & Hartson spent the better part of the next | 
5 year doing a scholarly research job and submitted an | 
| 
6 extensive memorandum. 
7 MR.CARROLL: I object to this. | 
8 THE COURT: I would like to hear about this. | 
9 A They spent a better part of the next year doing a | 
10 scholarly research job оп this project and submitted an | 
11 extensive memorandum. | 
THE COURT: Which project? | 
13 THE WITNESS: Тһе pro,ect of the personal hodling 
14 company. 
15 THE COURT: I don't mow whether it was 
16 scholarly or not. I am prepared to assume it was a 
| 


cuse me. August 1969 which was over a year from the time 


Mr. Sterns' letter went to Mr. Jeffers of logan & Hartson. | 
It was their opinion that they hated to see a young man, 
and I think these were the words n the memorandum, they — 


to see a young man take an irrevocable step at that point | 


of transferrinj his entire interest into a new company, in e- 


19 on this entire subject matter, I believe, in August 1968, ex- 
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fect freezing his present worth. They were also very 


concerned that the company or that a favorable ruling could 


not be obtained from the Internal Revenue Service although | 


it was both Mr. Stern's and Lybrand's opinion that such favor- 
| 
able ruling could be obtained. 


Q This brings us up to (69. Was a ruling requested a 


that time? 


A No. 

Q Why not? 

A I don't know. 

Q The project was reactivated back in 1971. What 


occasioned the reactivation? 


A Essentially from the time that we first got 


| 
i 
| 
involved with Mr.Vesco the stock rose dramatically. 
I think it was from about ten to a high of about $50. i 
It then began to come down just as dramatically and I believe 
althcugh I am not certain of the amount that the stock in 
late 1961 was selling -- 

Q "733 

A Yes, '71. It was selling for a much reduced | 
amount, someplace probably under $10 or thereabouts. | 

Q What didthat hav e to do with the decision to | 
implement the plan? | 


A We looked at it as against the proper timing to 
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possibly go ahead with a similar plan since the stock decreasa 


and there was the hope or expectation that the stock could 
come back again and reach similar heights. 
This was the time then to go ahead and implement 


the plan. 


Q The final revenue ruling was received on July 21, 


1972. Ном soon thereafter was the trasnfer mad»? 
A Immediately. 
MR. SHRAGER: That is all I have, your Honor. 
THE COURT: .ou say the stock came down from 50 


to something less than 10. If I remember what you said 


just a moment ago, you said it was then looked upon as a good 


time to go ahead.  Looked upon by whom? 
THE WITNESS: Dy Mr. Vesco and his tax advisers. 
THE COURT: Who were whom? 
THE WITNESS: Milton Stern of Hannoch, Weisman 


and myself of Lybrand. 


| 


THE COURT: The project, I takeit, was reactivated) 


in late '71? 
THE WITNESS: That is correct. 
THE COURT: By whom? 
THE WITNESS: I believe it was Mr Vesco. 
THE COURT: Who told you that the project re- 


activated? 
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THE WITNESS: Mr. Vesco. 

THE COURT: What did he say? 

THE WITNESS: I think just in the context -- 

THE COURT: What did he say? 

THE WITNESS: 1 ‘on't remember his exact words 
except that he mentioned the fact that he would like to 
rekindle that idea, meaning the personal holding company 


concept, that idea that we had presented to him a few years 


| 
| 
| 
| 
| 
ago. | | 
THE COURT: Did you talk with him about it again? | 
ТНЕ МІТМЕ55: Уез, че а1а. i 
| 
THE COURT: What did he say in those conversations? 
THE WITNESS: Just generally that the idea we had 


explained to him back in 1967 he thought was a good idea. 


He thoughtthat if we could obtain a favorable ruling for 


him that he would most certainly go through with a transactio 
like that even though there had been objections to it by 
Hogan & Hartson in their memorandum in 1969. 

THE COURT: which was based on the fact, as you 
recall it, that he was too young to go into something like i 
tnis? 

THE WITNESS: That was one reason. The other reason 
was that they didn't believe we could get a favorable ruling 


from the IRS. We agreed absent a favorable ruling from 


—— - --- 
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the service that the transaction should not be undertaken. 
THE COURT: Was Hogan & llartson's view апу differ- 
ent in late '71-'72 from what it had been in '68? 
THE WITNESS: They were still against the trans- 
action. They really did not feol that we could get a 
favorable ruling. 


THE COURT: Were they against it because of the 


other point too? He was too young. 


THE WITNESS: I don't necessarily believe that was 
the case then. 

THE COURT: As I understanc the plan Mr. Vesco 
would get preferred stock. 

THE WITNESS: As I understand the plan Mr. Vesco 
would get preferred stock. 

THE WITNESS: That is correct. 

THE COURT: In exchange for what? 

THE WITNESS: For his common stock. 

THE COURT: All of his common stock? 

THE WITNESS: Yes. But he would also get back 
common stock as well. 

THE COURT: In the company? 

THE WITNESS: In the new company, Vesco & Company. 

THE COURT: And thatcommon stock would have voting 


rights? 
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THE WITNESS: That is correct. 
THE COURT: Voting rights with respect to what? 


THE МІТПЕ55: In Vesco & Co., Inc. 


THE COURT: Just Vesco & Co., Inc.? 
THE WITNESS: That is right. 
THE COURT: Does that mean he would have voting 


rights with respect to all of the common stock -- wait a 


minute. The holding company would own or would issue 
preferred stock and common stock, is that right? 
THE WITNESS: Two types of common stock, a voting 
common and a non-voting common. 
Q What would support those various classes of stock? 


THE WITNESS: The quid in the transaction was 


the receipt from Vesco and his children of the ICC c.n 


stock. Vesco took back preferred stock and also voting войной! 
stock. The children took back voting common stock and 
all of the non-voting common stock. 

THE COURT: So Vesco had voting stock and 
I guess all of the voting stock in Vesco & Co. -- 

THE WITNESS: I don't believe so. I think he took 
back 51 per cent of the voting stock. He took back 60 
per cent of the votiny stock, excuse me. 

THE COUR’: Whogot the rest? 


THE WITNESS: “Maybe we сап qet clarification. 
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— 


№ 


МВ. SHRAGER: We have the stock book. 
THE COURT: He had more than 50 per cent, in 


any event? 


THE WITNESS: То be accurate, I think he took back | 


40 per cent. I think his wife took. 20 and I think each of 


the four children took back 10 each. I am not certain of 


со 


that. Between him and his wife they had voting control. | 


© 


THE COURT: Of Vesco & Co., Inc.? | 


10 THE WITNESS: That is right. 
11 THE COURT: What did that mean with respect to 


ICC stock? 


THE 


WITNESS: It meant Vesco & Company had the 


right to vote ICC stock. 


15 THE COURT: Which they started out with. Whatever 
16 they started out with -- | 
17 


THE WITNESS: Оп the formation of the company. | 


18 ТИЕ COURT: The formation of Vesco & Co., Inc.? | 
19 THE WITNESS: That is right. | 
20 THE CCuRT: The voting stock of Vesco & Co., Inc. 

21 continued to contr.i in terms of ability to vote all of the | 


stock which Vesco and his family owned before the 
tra-s3action? 
THE WITHESS: Yes. 


THE COURT: You hesitate. 
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THE WITNESS: If you are saying Vesco & Company 
could vote the stock and that the shareholders of Vesco 
& Co. in effect controlled that right -- 
THE COURT: That is all I am saying. 
THE WITNESS: Yes. 
MR. CARROLL: The loan Басу affidavit, Exhibit 3, 


indicates that Vesco got a majority of the voting common 


stock and the stock book produced this morning indicates that 


Mr. Vesco got 52 shares or 52 per cent of the voting common 
stock of Vesco & Co. 

THE COURT: I think there are 100. 

MR.CARROLL: Yes, and Vesco got 52 and his wife 
and children got 49. 
CROSS EXAMINATION 
BY MR. CARROLL: 

Q Mr. Bloom, I believe you indicated in your 
testimony that this personal holding company concept was 
a fairly common type of estate Planning device. 

A Yes. That or the recapitalization. The recap- 
italization is used in the closed corporation. The personal 
holding company had to be used here because we had а public 
company. We had many people. 

Q When you are using the personal holding company 


concept is it quite common to receive a revenue ruling? 
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A Absolutely. 


Q Is it quite routine to get such a ruling? 
A Yes. 
Q Did anyone from Hogan $ Hartson tell you why they 


did not think you would get such a ruling? 

A There are several reasons. I think the most 
significant of which was that they were concerned that there 
might be a requirement thata business purpose, a corporate 
business purpose might be required to obtain a ruling. 

THE COURT: Would that be a corporate business 
purpose of Vesco & Co, Incl or of ICC? 

THE WITNESS:  Thatis part of the difficulty. 
In this case it would probably be Vesco & Co., Inc. The 


feeling of the service might have been that we could not 


show a corporate business purpose as opposed to an — 


purpose which was to reduce the impact of future estate 
costs. 

Q What would be lost by applying for a ruling if 
you wanted to implement such a plan? You wouldn't be 


prejudiced in any way, wouldyou? 


A You nean we wouldn't go ahead with the plan? 
Q Yes. 
Q Most tax practitioners are adverse to going 


ahead in requesting rulings where they are not fairly 
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certain that they ars not going to get them. 
Q But this is a routine device which is used under tn 


proper circumstances? 


— ee — — P 


A Yes. 
Q And it is routine to obtain a revenue ruling? 
A Yes. 


Q You mentioned that one of the problems Hogan & 


س — — 


Hartson had was that Vesco was a young man who was taking 


an irrevocable step. Was this an irrevocable step? 

A Well, once the securities were transferred in it 
becomes then difficult to get them out again without tax 
cost. At some point in time there was concern that there 
was going to have to be tax ost paid on the appreciation. 

I think that this was there -- although I don't recall 
exactly what their memorandum stated I do recall that there 
was this discussion toward the end of their memorandum 

about making a step like this at a point in time in his life, 
at that particular point in time. 

Q Isn't it true that Fesco owing the majority of the 
votint stock of Vesco, Inc. could in effect liquidate Vesco 


& Co at any time? 


| 
| 


A Yes, but it would have to distribute out nero 
Q It would have a tax consequence? 


Yes. 
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2 
Q But he could do it? 
3 5 : 
MR. SHRAGER: Т object to the question as f 
* аз it calls for alegal conclusion. We have 52 percent as 
5 
opposed to -- well, in New Jersey you need а bigger percentage 
6 | 
апа I have no idea what Delaware is and I don't think this 
7 
witness does either. 
8 | 
THE COURT: I will overrule ‘he objection because | 
9 
1 don'tthink your objection goes so much to the form and 
- 10 ; Э i 
content of the answer as to what it means. I will take it | 
н with your objection іп mind. | 
12 
Q Mr. Bloom, is J.H. Cohen & Company the accountants ! 
13 
for Vesco & Co., Inc.? + 
14 : ; 
A We have been retained by counsel, Hannoch, — 
» Stern & Besser to represent Vesco in various tasks matters, 
16 : ы А ; | 
one of whichbeing preparation of certain tax returns, et | 
17 
: cetera. 
Q When you say Vesco, Robert Vesco? 
A Yes. 
Yin Q You have prepared a tax return for Vesco & Co. | 
п for the fiscal year ending June 30, 1974? | 
| А Yes. We have. We did. 
яз | | 
p Q Did your firm prepare the tax return for the 
g N i 
prev 5 fiscal year for Vesco & Co.? 
25 


А Yes, we did. 


! 
| 
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Q Do you have that with you? | 
A No, I don't. | 
Q Is it available? | 
A Yes. | 
| 
Q When was the last time you looked at that tax | 
return? | 
A I would assume at the time we prepared that one. 
MR. CARROLL: Can I have this marked as a эе. 
exhibit. | 
THE WITNESS: Which would nave been probably last | 
fall. | 
(Plaintiff's Exhibit 11 wes mar га for identifi- | 
cation.) | 
MR. CARROLL: I offer it in e dence. 
MR.SHRAGER: No objection. 
(Plaintiff's Exhibit 11 was received in evi- : 
dence.) 
THE COURT: Do you know who signed this? 
THE WITNESS: I believe I dic. I was a member of | 
the firm. | 


THE COURT: Did somebody sign it as an officer | 

| 

of Vesco & Со., Inc.? | 
THE WITNESS: Yes, I believe so. 


THE COURT: Who was that? 


ea — ee ee — 
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THE WITNESS: I think it was Shirley Bailey. I can' 


be absolutely certain of that. 
THE COURT: Who are the officers of Vesco & Co 


.. 


Inc.? 

THE WITNESS: At that time it was Tricia Vesco ani 
Shirley Bailey. 

THE COURT: Do you think maybe Patricia Vesco 
signed it? 

ТИЕ WITNESS: It is possible. 

THE COURT: You weren't present when it was signed? 

THE WITNESS: No, your Honor. 

THE COURT: I mean Бу ап officer of Vesco 5 Co., 
Inc. 

Has there been a change in the officers since 
then? 

THE WITNESS: I am not absolutely certain but there 
may have been. I am not sure of that. 

THE COURT: What may have happened? 

THE WITIESS: Inthe back of my mind Patricia Vesco 
may no longer be president but I am not up on the details. 

THE COURT: Do бей have any notion as to who may 
be presicent? 

THE WITNESS: It may be their son, Danicl, who at- 


tained his majority. I might be guessing here. 
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2 THE COURT: If you are guessing tell us su. 
3 THE WITNESS: I am not certain. 
4 THE COURT: What is the basis for tne figures in this 
5 return as to the value of the assets? | 
ы THE WITNESS: Well, the most significant asset, of | 
е course, would be tre investment in ICC stock. 
, THE COURT How do you arrive at a value for 
е stock? 
” THE WITNESS: Could I see the return? 
11 THE СОСАТ: Yes, it has been received in evidence 
although it hasn't been marked in evidence. 
THE WITNESS: This, in effect, is the value of the 

ж preferred stock, the redemption value of the preferred 
15 stock which was placed оп the 2,513 shares at 51,000 ues 
м share at the time of the exchange. 
я The value of the common stock I am not quite 
18 as certain as tohow that was arrived at. I assume -- the | 
19 first one is not an assumption, the stock was arrived at as | 
20 a redemption value. The $145,000 for the common stock was | 
21 probably tae fiar market value or the over-the-counter market | 
= quotation for the stock at the time of the exhcnage also. | 

: 2 THE COURT There is a question here on form -- well, 
^ it is Schedule К of Form 1120. 014 any corporation, 

= 


individual partnership trust or association at the end 
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of the taxable year, which I guess is the year ending June 
1974, own directly or indirectly 50 per cent of your voting 
stock and the answer checked is yes. 

Do Siagi what that refers to? 

THE WITNESS: Is there another schedule attached 
to that, your lionor? 

THE COURT: No. Maybe there should be. 

THE WITNESS: Here it is, your Honor. This is the 
reply to that particular question. 

THE COURT: It means Patricia J. Vesco as cust dian 


or trustee fo: the four children. 


3d 


| 


| 
о Мг. Bloom, when you prepared this tax return did you 


have any books and records of Vesco & Co. in your possession? , 


А Well -- 
Q Checkbooks, books of account. 
A There were very few transaction. They were fur- 


nished to us by Mrs. Bailey. 


Q Ву Mrs.Bailey? 
A That is correct. 
Q That is Shirley Bailey, one of the defendants in 


this case. 


A Yes. 


- 


о Did you say your firm p-epared the (73 return, 


the return for the year before this? 
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A That is correct. 

Q Did you receive any books or records in con- 
nection with the preparation of that returi? 

A Yes, they were furnished to us by Mrs. Bailey. 

Q Did she furnish actual books and records or just 
information? 

A I think. what we do is we sit down with her and 


as she goes through the checkbook we take down the pertinent 


information for use in preparing the return. 


Q Do you recall what information youobtained from 


the checkbook in connection with this particular state- 


ment? 

A Just receipt: and disbursements. I don't think 
there were any receipts but any disbursements made. 

Q What bank was the checkbcok for? Where was the 
account? 

A I datt recall exactly as to what account. In 
fact, I am not certain whether it was а domestic or foreign 
account at this point. 

Q Do you recall any of the specific disbursements 


or receipts for either this return or the past return? 
A I don't recall anything in the way of receipts. 
As far as disbursements, I believe there may have been 


some taxes, for example Delaware franchise tax to pay. 
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There may hve been some insurance to pay, miscellaneous 
disbursements, nothing of great significance as far as 
dollars go. 

THE COURT: I take it you had an automobile. 

MR. CARROLL: I was getting to that. 

Q As the Court noted there is an automobile listed 

on this tax return. 

THE COURT: I guess it's an automobile, it says 
transportation equipment, cost $5,280. 


A I don't recall the circumstances as to why the 


automobile got on the books or how it aot there. I believe 


that it might have been formerly owned by Mrs.Vesco. The 
other possibility is that it was just purchased for use 


around the properties but I am not really sure of that. 


Q What properties? 

A The whole comp!ex. 

Q That property didn't belong to Vesco & Co., 
did it? 

A No, it belonged to the trust. 


THE COURT: Which complex? 

THE WITNESS: The land transferred by Mr. and 
Mrs Vesco to trust ‘created for the benefit of their 
children. 


Q Do you know when the automobile was purchased? 


SOUTHERN DISIKICT COURT REPORTERS. US. COUR ТИНОМ 
У 


> 


Transcript 
1025a 


pgbr Bloom-cross 125 
TUE COURT: It says on here 1973, at least it 
was acquired in March 1973. 
THE WITNESS: [t might have been transferred by 
Mrs. Vesco. I really do not recall the detail. 


ou know what type of automobile is referred to 


Q Do you know if in fact she transferred the 


automobile, if she received anything ` it, payment, stock? 


A At this point I don't recall. 

Q Do you have any records in your possession 
which would indicate how the automobile came to be owned 
by Vesco & Со.? 

A Not in my possession, no. 

Q Do you how who would have such records? 

A Possibly, yes. 

Who would that bc? 
Mrs. Bailey. 
Do you know where Mrs. Bailey is? 
I believe she is in Nassau. 
Do you know where she lives in Nassau? 
A Not exactly. I don't know the address. 
Q When as the last time you had occasion to speak 


with Mrs. Bailey? 
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I believe it was about two months ago. 


What did you have occasion to speak to here about? 


ТИЕ COURT: Is this relevant? 


MR. CARROLL: I don't know, your Honor. ТЕ is 


if it has something to do with Vesco & Co. As I mentioned, 


we have cried to subpoena her. 


8 THE COURT: Did you speak to hzr on the phone? | 


THE WITNESS: Yes, your lionor. | 


Was she in Nassau at that * ime? 
When I spoke with her last, I believe sc 


12 THE COUR" Did you talk to her about the matters | 


13 relating to the ope:.tion of Vesco & Co., Inc.? Yes or | 
14 no? | 
15 Th’ WITNESS: No, I don't think so. | 
16 Q Vesco & Co. does have a bank account, a checking | 
17 account at least, is that correct? | 
18 А Yes. | 

Q Do you know where they receive the funds to | 
20 deposit it into that account? | 
21 А I can only assume -- ! 
22 THE COURT: Don't assume. | 
23 THE WITNESS: I can't be certain then. | 
^4 Q Have you ever prepared a financial statement for 


Vesco & Co.? 


% 


10 


11 
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A No. 
Q бо you know what assets Vesco & Co. owns other 


than the ICC stock and now the automobile? 

A No. 

Q Was the automobile reflected on the prior tax 
return, do you know? 

A What date was it acquired, your н: nor? 


THE COURT: March 1973,it says. 


THE WITNESS: It should have appeared on the 1973 


return. I think we have a June or July year end. 

Q You don'* know where that automobile is today, 
do you? 

A I think it ism the Vesco -- in Boonton, 


New Jersey. 


Q You dun’t now what type of automobile it is? 


A My recollection is that if it is not Mrs. Vesco's « 


or а car owne- by her formerly that it might be a Land Rover 


which is a type cf Jeop to be used around the house. 


Q On the tax return for the prior rear do you recall 


if there were any other payments made by Vesco & Co. 


reflected wn the tax returr other than the Delaware Tax? 


A Relatively minor. I don't recalltheir exact 
nature. 
Q Do you have any records of Vesco & Co. in your 


SOUTHERN DISIRICT COU" REPORTERS, ($ COURTHON М 


l 
Д 


- 
i 
d 
€ 4 
' 
' 
М 
' 


| 


.£i.seript 


1028a 

1 jqbr Bloom-cross 128 
2 possession at this time or your firm's possession? ! 
| 
3 A Not that І Mow of. | 

: 4 Q Other than these «аз returns. 

5 A мо, | 
6 Q Do you know Мг. Clay? | 
3 | A Yes. | 
G 8 Q have you met him? | 
Е 9 А Үез. | 
10 Q Do you know where he is today? | 
11 i ; A Yes. | 
12 | 9 Where? | 
5 А Nassau. | 
M Q When is the last time you saw Mr. Clay? | 
` 15 A I am guessing, your Honor, I think it is about | 
16 a year ago. | 
17 THE COURT: What was he? | 
18 MR. CARROLL: Не was а director of Vesco & Со. | 
19 and he is one of the trustees listed and these trusts. 
2 MR. SHRAGEP: I don't think he is either any | 
21 more. | 
| 2 THE WITNESS: I am not certain but the last time | 
2 was, І would say, about а year ago. | 
ч TUE COURT: Do we know whether or not he is а | 
z director or trustee? 
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MR. CARROLL: As far as I know he is a director 
of Vesco & Co. from the last document I have зесп. 
MR. SHRAGER: Не is definitely not a trustee of 
any of the trusts. Whether or not there has been 
subsequent elections of directors or-not or if he is 


formerly resigaed, I don't know. I really don't. 


Q Do you know who the trustees are presently on these 
trusts? | 
A Yes. | 


Q Who are they? | 
Shirley Baily, Ralph Dodd and I think Daniel Vesco. 


> 


Q Daniel Vesco? | 
A Yes. | 
Q Do you know who Mr. Vesco's children came to own | 
tne ICC stock that was ultimately transferred to Vesco & a. 
A predecessor to International Controls was a котлу 
called Captive Seal which was а small electronics company r 
which Mr. Vesco had an interest in. This dates back prior | 
to December 19, 1956. Prior to that date Mr. Vesco made | 
a transfer to each of these children of J00 shares. It might 
have been a custodianship arrangement, in fact I am sure 
it was, of 100 shares of Captive Seal then on December 19, 


1966 was merged into a company called ICC New Jersey at 


I 
which time the children exchanged their Captive Seal stock | 
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for,I believe, 773 shares of ICC New Jersey stock. ICC | 


New Jersey simultaneously, the same day, was merged into a 


company called Cryogenics which was a Florida corporation. 


| 
| 
They exchanged -- Cryogenics immeidately changed its name | 
to International Controls. The children exchanged their 773 | 
shares, each of them and received back approximately 11,600, | 
whatever the number, of ICC or International Controls stock | 
for their ТСС New Jersey stock. It was a simultaneous | 
merger on December 19th. The gift though by Mrs.Vesco, 


if it was in gift form and I don't know that, but the stock 


ownership records show that the children each owned shares of 


Q Are you aware of any assets owned by Vesco & Co. 


than the ICC stock and this automobile? 


| 
stock in the old Captive seal company. | 


you aware of Уевсо & Co. ever owning any other 


you aware of any business Vesco & Co. ever 


transacted? 

A No. 

Q Where are the originals of these tax rulings and 
requests for rulings, if you know? 


A The originals would probably be eithe in the 


1031а 
Bloom-cross 


2 Мас-іпабоп or Newark offices of Lybrand or Coopers & 


Lybrand. 
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4 Q When is the last time you saw them? | 

5 А The originals? ` 

6 Q Yes. 

7 A I would imagine sone time in 1972. 

8 Q I notice that ExhibitsB and C refer to the | 

9 transfer of 800,000 shares, approxirately 800,000 shares of Idec % 

10 stock to Vesco & Со. and Exhibits D anc E appear tion dics. 

11 to relate to a circumstance that 300,000 shares were going to. 

12 be transferred. I don't see anything in those exhibits tha : 

13 recite what the change in circumstance was. Can you enlighten 
Ё 

14 us on that? | 

15 А I do not recall. | 

16 Q But at some point between April 1972 and July of 

17 1972 Мг. Vesco changes his mind and decided instead of Ё 

18 800,000 he was only going to transfer 300,000 shares? 

19 A That is right. | 

20 Q At some point subsequent to that he changed his | 

21 mind again and transferred the entire 800,000 shares? 

% А Пе made a second transfer. 

ai | т о On December 29, 1972, is that correct? | 

2А А That is correct. | 

25 Q Did you speak with Mr. Vesco in December '72 | 
E 
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concerning this additiona .rap3fer of 400,000 shares of ICC 
stock? 
A I did not. 
Q You worked for Lybrand when Lybre.d was the account 


ant for ICC, is that correct? 


A Yes, I was a member of the firm. 

Q Coopers. & Lybrand? Were you a partner? 

A Yes. 

Q Were you in chargeof the Lybrand or ICC account 


at Lybrend? 
A The tax peition of it. 
Q How long were you associated with the ICC account 
whilc vou were at Lybrand? 
A From late 1.56 until I resigred which was February 
.5, 1975. Excuse me. I am sorry. Lybrand resigned from the 
laternational Controls account on November 6, 1972 so it 
was until that dz 
THE COURT: November 6, '72? 
THE WITNESS: Yes, that was the last date in which 
Lybrand was active in the ICC account. 
Q Did you have many direct dealings with Mr. Vesco 
over that period of time? 
А Yes. 


Q On a very frequent basis? 
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2 A It wasn't that frequent because of his far flung 
3 activities. 
4 Q To what extent were you famiiiar with Mr. Vesco's 
$ other business activities other than his personal ostate 
6 Planning? . € | 
7 | А Well, I was quite involved iwth the corporate mat- | 
8 ters. 
9 Q WEre you familiar with the acquisitions and sia 
10 deals Mr. Vesco was putting together? 
11 A Yes. 


Q Were you consulted .1 the ta.: aspects of those 


deals such as the 105 transacta: ns? 


| 
| 
| 
14 A Some portions of it. | 
15 Q Were you involved at »!i in the negotiation of 4“ 
16 those deals ог in the consummation of those deals, 
17 Closing of the deals? p 
A No. 
19 MR. SHRAGER: 1 objectto this line as to rele- | 
20 vancy. 
21 THE COURT: I would think so. Mr. Bloom has tire 


told us however that he wasn't involved and ho doesn't know 
about them. But I do think it 18 irrelevant. 


| Q Mr. Vesco was a quiet forceful parson, was he | 


| not? 
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A Yes. 
Q lle got things done in a hurry if he wanted to get 


things done in a hurry, did he not? 

A Yes. 

Q And people under him worked some pretty long ho rs 
Sometimes to get things done eccording to schedule, did they 
not? 

A Yes. 

Q If he had his mind on getting something done it was 
usually dore fairly quickly, was it not? 

MR. SHRAGER: Objection. 
THE COURT: Sustained. 

Q Did you personally speak with someone at Hogan & 
Hartson about their scholarly research job? 

A Yes. 

Q Who did you speak with there? 

A I believe I spoke at some pint with Al Spada who I 
believe prepare the memorandum. This memorandum was 
finalized some time in 1969? 

A That is right. 

Q Did you ever tell them that this was a routine 
thing thatwas done and wi, were they spending so much time 
on it? 


A He understood it was routine but when we are 
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talking this magnitude of money ne wanted to make sure 


he took proper care of his client. 


THE 


COURT: You mentioned, Mr. Bloom, that the 


three trustees of the Vesco children's trusts today are 


Daniel Vesco, 


Shirley Bailey and who is the third one? 


THE WITNESS: Ralph Dodd. 


Q Is someone currently preparing the tax returns for 
Vesco & Co., Inc.? 
A Their year end is June coming upon us. 
THE COURT: Today. 


THE 


THE 


THE 


course. 


THE 


been in touch 


WITNESS: I think it is 6/30. 
COURT: Today. 


WITNESS: We will, of course, get to it in due 


COURT: That is anybody in Vesco & Co., Inc. 


with you about preparing a tax roturn for the 


year ending June 30, 1975? 


THE 


WITNESS: Not to date. 


THE COURT: Аз far as you know you are expected 


to prepare one for that period and you are going to go 


about it in due course? 


THE 


WITNESS: That is correct. 


ТИЕ COURT: When is it due? 


THE 


WITHESS: It is due 2-1/2 months after the end 
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of the year. That would be September 15+h. 


THE COURT: I notice that this cue for tha year endin 


June 30, 1974 asked for an automatic three months extension 


of time until December 15th. An automatic three months | 


extension of time. 


THE WITNESS:Yes,you get an automatic extension, 


the first extension. 


MR. CARROLL: 


I am finished except I would like 
to take a look at the tax return for a minute. 

11 THE COURT: I am really just being curious, but doe 
that mean you don't to file anything after 2-1/2 months, 


you just can wait for another three months before you file? 


THE WITWESS: All you have to do is submit the 


15 automatic extension. You don't have to give any explanQ 
l6 ation. They will grant it to you. 
17 Q 


This tax return, Exhibit 11, Mr. Bloom, refers to 


cash of $10,790. Do you know where that cash was iocated, 


19 do you recall? 

20 A I am not absolutely cert.in of that. 

21 Q Where did you get that figure? | 

x A Мгз. Bailey would have furnished that to us. 

z Q Did you sce any books or records to back up that | 
| 

М |! figure or verify it? 

25 AG I don't believe so. That I think she probably | 


10 


11 


ху нив 
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furnished to из. 

| 

Q Did you attempt to verify whether there was actually 


that much money in a bank account somewhere in the name of 
Vesco & Co.? 
A No, it is not necessary. For example, when we | 
prepare personal returns of many of our clients, whether it | 
be corporate ог individuals, much of the information is | 


furrished to us without verification by us. 


| 
Q Has Mrs. Bailey been in contact with you about | 
preparing the return for this current year? 
A Not yet. 
Q Do you know who Mrs. Bailey works for? | 
А I know it is an individual down there. I don't | 
recall his name or the name of the concern. 
Q In the Bahamas? 
А . That is right. 
MR. CARROLL: I am done. 
MR. SIIRAGER: I have nothing further of this 
witness. 


THE COURT: Thank you, Mr. Bloom. 


(Witness excused.) 


MR. CARROLL: Мг. Shrager at one point indicated 


| 
! 
i 


that he may have had some distinctions in his mind when 


he.got a subpoena directed to his firm as to what he was 
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required to produce and Iwould like to ask him whether or 


3 not he has produced all documents called for by the subpoena 


that are in the possession of his firm, whether called Vesco 


& Co. documents or Hannoch, Weisman, Vesco & Co. documents. 


I don't know if there was a distinction made. 


SHRAGER: i ave no idea where Mr. Carroll's 


MR. 


quandries come. If a subpoena is served upon me or upon my 
firm we produce and we have produced every document callea 


for in the subpoena which we have, with the possible ex- 


| 
ception 2f anything privileged but I can tell the Court I 


12 went through this and the way it was worded I don't think 

13 there was anything privileged that was called for. 

м МВ. CARROLL: I think in view of the fact that 

15 we have atempted to subpoena Shirley коза she is а : 

16 defendant in the case here and has been served with the 

17 summons, it мау be: appropriate -- 

18 TIE COURT: She has been served? | 
19 MR. CARROLL: She has been served and she is a | 
2 | defendant in the case. Not with the subpoena though. | 
21 It may be informative for all of us if Mr. Shrager | 
2 could attempt to arrange to have Miss Bailey nroduce these | 
a books and records of Vesco & Co. which all evidence points to, 
a the fact she has them in her possession, checkbooks ; | 
^ ! 


especially апа we can find out what kind of business | 


” 


22 
23 
24 
25 
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Vesco & Co. does. 
THE COURT: What makes us think that there might | 
be some business that is engaged in? | 
MR. CARROLL: If there is we should .now that and 
if there isn't we should know that. | 
THE COURT: Don't we know rrom the income tax | 
| 
returns? | 
MR. CARROLL: We can tell what they did іп the най 
1973. They paid taxes and drove a car. 


THF. COURT: What about that, Mr. Shrager? 


MR. SHRAGER: If this Court directs Vesco & Co. 


| 
| 
| 
through me to make checks available I will see what is availa 
and produce them if possible. 
THE COURT: I so direct. | 
MR. CARROLL: A last bit of housekeeping, your Honor | 
We do have a minute book and some other docu- 


ments and we would like the opportunity to go through these am 


figure if there is something to offer in there. 


after today. 

All right. I would like to hear from 
Mr. Shrager as to what he may be able to find and produce 
for us promptly. Do you think you can let Mr. Carroll 


| 
| 
THE COURT: All right. We can do that some time | 
know in the next couple of days? | 
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MR. SHRAGER: Certainly before the week is out. 
THE COURT: At least let him know whether or not 


you are going to ke able to find anything and if so, if you ar 


| 
| 
| 
| 
| 
| 


going to be able to when it is likely to be available. 
MR. SHRAGER: I will come back to Mr. Carroll 
with a timetable with what reasonable expectations we nave. 
THE COURT: 1 „ауе I think all of the exhibits here 
Do counsel want them? 


MR. CARROLL: Could I make copies of mine and 


| 
| 
| 


I vill make copies to Mr. Shrager ard I will get the 


O.iginal back. | 
MR. SHRAGER: I will do the same for Mr. Carroll. | 
THE COURT: I have everything I think from 1 to | 
ll except 10. What there an Exhitit 10? | 
Of. the record. | 
(Discussion off the record.) | 


THE COURT: I am anxious to dispose of this matter 


promptly and I would appreciate your resolving these 


| 
| 
unanswered and open questions as quickly as possible and | 
letting me know. I don't suppose in light of the briefs 

which I have received and the instructions I have gotten | 
from the Court of Appeals that I need any briefs from "и. 


but of course I will be happy to hear franyou if anybody | 


thinks I need further enlightenment. The only question 
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2 I really have in mind at the moment and it isn't much ofa | 
3 question is whether Blue Chips casts any doubt on the | 
4 Ccurt of Appeals’ view in their opinion or whether it tends | 
5 to support Judge Mulligan. | 
6 Otherthan that I don't feel the need for an НИ 
7 briefs. But I will be happy to hear from counse if they think 
8 they want to tell пе something more. 

9 MR. CARROLL: I really have nothing further that I cdi 
10 say in a prief other than to attempt to marshal the facts for 
1 you. 

12 THF COURT: I аор'с think that is necessary. 

13 MR. SHIRAGER: I would like to read the transcript 

14 first. ә 
15 THE COURT: All right. Somebody is going to let me 

16 know approximately about this other matter. | 
17 AR. BUTOWSKY: We are going to submit additional | 
18 exhibits from the minute book. | Ф 
19 MR. CARROLL: Could we mark what Mr. Sharager has | 
20 pro 4 under the subpoena as exhibits for identification? | 
et |! THE COURT: I think that would be useful. You | 
22 don't need me for that. i 
23 MR. CARROLL: No, your Honor. | 
24 | THE COURT: Thank you, gea lemen. i 
Е 2d 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERNATIONAL CONTROLS CORP., ) 


Plaintiff, ) 
73 Civ. 2518 (CES) 
-У5- ) 
ROBERT Г. УЕ5СО, et al, ) 
Defendants. ) 


POST-HEARING MEMORANDUM 


Preliminary Statement 


This post-hearing memorandum is submitted in opposition to 
plaintiff's application to satisfy judgments it received against 
Robert L. Vesco by reaching stock of International Controls Corp. 
(hereinafter referred to as "ICC") owned of record by Vesco & Cu., 
Inc. This memorandum will primarily be concerned with the evidence 
or lack of evidence submitted. For a discussion of the applicable 
law, the Court is respectfully referred to Vesco & Co., Inc.'s 
(hereinafter referred to as "Vesco & Co.") memorandum of law sub- 
mitted at trial. That memorandum demonstrates that in order to 
prevail, ICC wovld have to satisfy its burden of proving that 
Vesc- & Co. was an artifice and a sham designed to execute 


illegitimate purposes in abuse of the corporate fiction and the 


eo 
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immunity it carries and that Vesco & Со. is entitled to every 
reasonable presumption in its favor. 

It is respectfully submitted that the creation of Vesco & Co. 
was motivated by estate tax considerations and that the actions of 
the parties were consistent with the business realities in existence 
at the time and not inconsistent with the corporate form created. 
There was absolutely no evidence submitted concerning Robert L. 
Vesco's personal financial condition and any conclusion that 
Robert L. Vesco sought to defraud creditors is therefore unwarranted. 
Lastly, there. was absolutely no showing that the transfers were made 
to avoid the alleged liabilities that are the subject of this judg- 
ment. The judgment which has been ente-ed in this case concerns 
charges for an airplane which were not liabilities; in fact, for 
the most part, had not been incurred by the time of the creation 


of Vesco & Co. 


The Evidence 
The Purpose of Vesco & Co. 
ICC apparently «ccepts the proposition that the idea for | 
the creation of Vesco & Co. was as a result of estate planning | 
conducted for Robert L. Vesco in late 1967 od early 1968. As 


Mr. Bloom testifi.4, the purpo:«- of the formation of the corporation 


was to freeze the value of the ICC stock at the time of the transfer 
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in Robert Г. Vesco while providing that any future appreciation of 
the stock after transfer would inure to the benefit of the Vesco 
children and pass to them free of any estate taxes (Tr. 94, 95). 

ICC emphasizes the close personal relationship between 
and among Robert L. Vesco and the other officers and directors of 
the corporation; which close personal relationship is not disputed. 
However, the fact is that every closely held cortpetatisb is subject 
to the exact same criticism. The officers and director: се always 
close friends or family, but such fact does not militate against 
the existence of a valid corporation, if, as here, there is a valid 
purpose for the creation of the corporation. Obviously, there 
cannot be one set of rules for most people and another for Robert L. 
Vesco and the other defendants in this action. 

For the discussion that follows, it is importnat to under- 
stand the economics of Vesco & Co. Robert Г. Vesco transferred 
stock having a value of $2,500,000.00 to Vesco & Co. in return for 
all of the preferred stock of the company and a portion of the 
voting common stock. The preferred stock had a liquidating 
preference equal to $2,500,000.00. Thus, unless the stock of ICC 
held by the corporation had a value in excess of $2,500,000.00, the 
only person who had a viable financial interest in Vesco & Co. was 


Robert L. Vesco. 
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The Transfers to Vesco & Co. 

As noted, ICC seems to accept Mr. Bloom's testimony as to 
the purpose of the formation of Vesco & Co. as that concept was 
propounded in 1967, or 1968; however, it seems to contend that the 
timing of the creation of the company is suspect. 

Mr. Bloom explained the delay in implementing this estate 
planning device. He detailed for the Court the necessity for an 
Internal Revenue Service ruling and Hogan & Hartson's opposition to 
the program. Most importantly, Mr. Bloom pointed out that the ICC 


stock greatly appreciated in value and that the creation of the 


company was not feasible, would not serve the function for which it 
was designed, if transfers occurred while the value was high. It 
was not until 1971 when the market price of ICC stock fell back to 
around $10.00 a share that the concept became viable (Tr. 107-110). 
And, Mr. Bloom testified that Mr. Vesco reactivated this 
estate planning device in 1971, not 1972, the period covered by 
Mr. Sears' testimony. The exhibits submitted, in particular the 
first Internal Revenue Service ruling request, antedate the period 
covered by Mr. Sears' testimony, clearly undercutting ICC's only 
attempt to show that the creation of Vesco & Co. was not motivated 
by legitimate tax considerations. 


Significant in Mr. Sears' testimony was his statements that 


Robert L. Vesco was optimistic that he would prevail before the 


ў 


I 
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Securities Exchange Commission (Tr. 57, 71) and that Robert L. 
Vesco had received an opinion from Hogan & Hartson, eminent Securities 
Exchange Commission practitioners, to the effect that the Securities 


Exchange Commission did not have jurisdiction over the issues being 


см, 


investigated (Tr. 67, 68). Additionally, as Mr. Sears’ testified, 
the thrust of the investigation was against ICC, not Robert L. 


Vesco, and concerned the I.O.S. investment (Tr. 66, 68 and 69). 


The Operation of Vesco & Co. 


ICC produced as witnesses Elmer Sticco and Leonard Polisar, 
both of whom testified «nat in late 1972, or early 1973, Robert L. 
Vesco entered into negotiations with third parties purportedly on 
behalf of Vesco & Co. And, why should he not negotiate for 
Vesco & Co.; he was a stockholder and an officer. John Doe, an 
owner of an incorporated grocery store, often necotiates to sell 
the stock of the corporation or its principal asset. Obviously, 
such representation of a corporate entity cannot be evidence that 
the corporation is a sham unless these are special rules for 
Robert L. Vesco and his family. 

At the time of the negotiations referred to above, the 
Securities Exchange Commission's action against ICC and others 


was pending. The market value of the stock of ICC was extremely 


low and only Robert L. Vesco's preferred stock of Vesco & Co. had 


сесі “enorandum 
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any value. And, a review of plaintiff's Exhibit 14, the minutes 
of the February 11, 1973 meeting, indicate appropriate corporate 
action confirming Robert L. Vesco's negotiations on behalf of the 
corporation. 


ICC also points to the guarantee by Vesco & Co. of a loan 


to Robert L. Vesco. Exhibit P-14 referred to above explains that 
transaction. In view of the low value of the ICC stock and the 
consideration received for the guarantee and ріг “е, from Vesco & 


Co.'s point of v? ле transaction made good business sense. 
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CONCLUSION 


It is respectfully submitted that ICC's application should 
be denied. Plaintiff has totally failed to make any showing that 
the creation of Vesco & Co. was motivated by any attempt to avoid 
the alleged liability to plaintiff for which plaintiff has secured 
a judgment, albeit without any proof having been presented to 
support the default judgment. All that has been submitted is 
inuendo and surmise based almost entirely on Rc.ert L. Vesco's 
notoriety. Credible evidence has been submitted to demonstrate 
that Vesco & Co. was formed for legitimate estate planning purposes. 
ICC has failed to satisfy its burden of proof to the contrary and 


the within application should be denied. 


Respectfully submitted, 
HANLOCH, WEISMAN, STERN & BESSER 


Attorneys for Defendant, 
Vesco & Co., Inc. 


By LG. у, AM 
JAMES, J. SHRAGER 


Member of the Firm 


DATED: July 17, 1975. 
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POST-HEARING MEMORANDUM 


Preliminary Statement 


у By Order to Show Cause dated “ау 20, 1975, plait 
tiff International Controls Corp. ("ТСС") moved for an ores 
the effect of which would be to assist it in the eniorcenent 
of its outstanding judgments against Robert L. Vesco in t 
total amount of $5,.22,466.72.* As part of the relief sought, 

" 

, ТСС is attempting to reach 846,380 shares of TCC stock held 


of record by Vesco & Co., Inc. ("Vesco & Со. ). On June 30, 
1975 a hearing was held solely for the purpose ot determin 
Y | | 


ing whether ICC is entitled to enforce its judgment against 


-- ee 


* On July 12, 1974 ICC obtained а judetons in this action 
against Vesco in the amount о! 62,422,466.72. On September 
11, 1974 ICC obtained a $2,900,000 judgment against Vesco 

in another action pending in this Court. entitled International 
Controls Corp. у. Robert г. Vesco (74 akh F 1558) У ogg. aoe) ҮҮ" 


^ 
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Vesco by proceeding against that ICC stock. 

The sole purp: se of this memorandum is to marshall 
the evidence adduced at the June 30, 1975 hearing, evidence 
which, we respectfully submit, demonstrates beyond a doubt 
that ICC is »ntitled to reach the ICC stock held of record 
by Vesco & Co. either under the the ry that Vesco & Co. 15 a 
mere alter ego of Robert L. Vesco or the theory that the 
transfers by Vesco to Vesco & Co. of his ICC stock was 
fraudulent as to ICC and should, therefore, be set aside. 


ICC's legal argument and discussion of authorities 


+ i 


is contained at pages 17 through 29 of its previously submitted 
memorandum of law in suppo.c of its motion and will not be 
repeated here. Rather, the court is respectfully referred 


to said memorandum. 


The Evidence 
The Formation of Vesco & Co., Its 
Officers, Directors and Shareholders 


Ves^o & Co. was organized as a Delaware corporation 


on July 12, 1972 (Tr. 5%. Pi. EK: 4). According to the minute 


*Roferences are to pages of transcript of June 30, 1975 hear 
ing and exhibits received in evidence during the course of the 
hearing. Plaintiffs Exhibits 12 through 22 are exhibits taken 
from the minute and stock book of Vesco & Co. and are being 


n 


transmitted to tho court with this memorandum, As the cout 


t 
will recall, the minute book was produced at the hearing pur 
Suant to a subvoena served on Vesco & Co.'s attorneys and it 
was aci J at the hearing that the minute book would he made 
available to counsel for ICC and that documents therefrom could 


be introduced into evidence. 
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book of Vesco & Co., the first meeting of directors was held 
on July 21, 1972 at which time 52 shares of Class A Voting 
Common Stock and 1,838 shares of Preferred Stock were issucd 
to Robert Vesco in exchange for 350,000 shares of ICC (Pl. 
Ex. 12). Also, at that time Vesco exchanged 20,292 shares 
of ICC stock he owned as custodian for his four children 
(5,073 shares for each child) for 42 shares of Class A Voting 
Common Stock and 12,000 shares of Class B Non-Voting Common 
Stock of Vesco & Co. which were issued to Vesco as custodian 
for each of his four children (12 shares of voting common 
and 3,000 shares of non-voting common being held for each child) 
(Pl. Ex. 12, 20, 21, 22). Thus, at that time Vesco owned all 
of the preferred and 52% of the voting common stock of Vesco 
in his own behalf and 48% of the voting common and 100% o! 
the non-voting common stock of Vesco & Co. as custodian for 
his four children. 

According to a Unanimous Consent of Directors in 
Lieu of a Special Meeting (Pl. Ex. 13), Vesco transferred an 
additional 449,912 shares of FCC stock to Vesco & Co. on 
December 29, 1972 and in return Vesco & Co. issucd to Vesco 
675 shares of Vesco & Co. preferred stock. At the same time 


Vesco & Co., in exchange for 26,088 shares of ICC held by 


Vesco as custodian for his four children (6,522 for cach 
child), issued 8,000 additional shares of Class В Won-Voling 
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common shares to Vesco as custodian (2,000 for each child). 

At some point in time, it appears that the voting 
common and non-voting common stock of Vesco & Co. held by 
Vesco as custodian for his children was cancelled and a like 
number of shares were issued to Patricia Vesco, Vesco's wife, 
as custodian (Pl. Ex. 21, 22). However, in view of the 
December 29, 1972 transfers referred to above it is clear 
that this transaction did not occur until after December 29, 
1972* and that Vesco himself continued as the sole sharcholder 
of Vesco & Co. (either in his own right or as custodian for his 
children) until at least sometime after that date. 

Originally Vesco was the president and a director 
of Vesco & Co. (Pl. Ex. 1, 12). The other officers and 
directors included Shirley Bailey, Vesco's personal secre” 
tary, vho was also Vesco & Co.'s Secretary/Treasurer, and 
Richard E. Clay (Pl. Ex. 1, 2). Both Mrs. Bailey and Mr. 

Clay are named defendants in this action. It appears, how- 
ever, that at some point Mr. Vesco resigned his position as 
president and a director of Vésco & Co. and was replaced by 


his wife. 


* Although the stubs of the certificates reissued to Patricia 
Vesco indicate an issue date of July 21, 1972 (Pl, Bx, аера 
(h), 216(0л)-(р) and ОЛЕ) = CE), FE i5 clear that the stubs 
were back-dated and that the stock was issued to Йкс5. Vesco 
sometime after the end of 1972. 
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Vesco & Co.'s Busines 


According to its attorneys, Vesco & Co.'s "basic 
activity . . . consists of its ownership of the stock in ICC 
(Р1. Ех. 4). Also, in a Schedule 13D filed by Vesco & Co. 
with the Securicies and Exchange Commission in September of 
1972 (Pl. Ex. 1) (which was signed by Vesco as president of 
Vesco & Со.), it was stated that Vesco & Co. had "по signifi- 
cant activity or assets other than its ownership of securities 
of ICC". However, it appears from Vesco & Co.'s minute book 
and documents contained therein (Pl. Ex. 14-17) that in Febru- 
arv o^ `973 Vesco & Co., at Vesco's request, guarantced а 
$1,000,000 personal loan received by Vesco from "rident “ank 
Limited, a hahamisn Bank and as security for said loar put 
up all of its assets, i.e., all of the ICC shares transferred 
to it by Vesco. It is significant that the documents ге] 14119 
to the loan were signed on behalf of Trident Bank by Потгап 
Le Blanc, as president. Mr. Le Blanc is also a named de 


П - 


ant herein and the hypothecation agreement relating to thei 
guarantee (Pl. Ex. 18) provided that acceptable escrow agents 
for the purpose of holding said ТСС shaces ircludod Balan 


Commonwealth Bank Limited anê Columbus Trust Limited, both of 


whom are defendants herein, as well as Тис Royal Bank of 


Canada. 
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The Alleged Estate Planning Purpose 
Behind the Formation of Vesco & Co. 


Vesco & Co. has taken the position that it was 
formed as an estate planning device and that, therefore, 
the transfers to it of the ICC stock by Vesco cannot be 
questioned. Although the evidence indicates that Vesco & 
Co. might well have been conceived and presented to Vesco 
as an estate planning device, in late 1967 (Tr. 94, Def. 
Ex. A), we respectfully suggest that the evidence clearly 
demonstrates that estate planning played no part in Vesco's 
ultimate decision to form Vesco & Co. and to transfer to it 
846,380 shares of his ICC stock. In this regard, it is 
noted that the only person who can really testify as to why 
Vesco & Co. was formed was the person who caused it to be 
formed, i.e., Robert Vesco. Of course, Mr. Vesco did not 
appear and testify at this hearing. 

Viewed in its best light, the evidence merely 
shows that at а time in 1968, an estate planning technique, 
which included the formation of a corporation such аз Vesco 
& Co., was presented to Vesco and that at the time such а 
plan could have been viewed as a legitimate estate planning 
device. However, we respectfully submit that the evidence 
clearly Cemcnstrates that, when it was formed in July of 1972, 


Vesco & Co. served no legitimate estate planning purpo:sc. 


-6- 


1060а 


Indeed, Уезсо himself admitted in the chedule 13D he signed 
and filed with the SEC with respect to Vesco & Co. (Pi. Ex. 1) 


that there were reasons other than estate planning reasons 


behind the formation of Vesco & Co. In that document, which 


he signed as president of Vesco & Co., Vesco stated, undec 


the heading "Purpose of Transaction": 


"Corporate ownership of a portion of the 
ICC shares held by the transferors was deemed to 
be a more desirable business and administrative 
In addition, 


arrangement than direct 
receipt by Mr. Vesco of 
and common stock of VCI 
from an estate planning 


ownership. 
shares of both preferred 
vas deemed advantageous 

and administration vicw- 


point." 


It was clear from Vesco & Co.'s own witness, Alan 


K. Bloom, that Vesco & Co. formed no legitimate estate plan- 


ning purpose when it was formed in July of 1972. Thus, И; 


Bloom testified that he f -st discussed estate planning with 
Vesco some time in the latter part of 1967 (Тг. 94). At that 
time the idea of forming a personal holding company wa пер- 


gested to Vesco in order to freeze Vesco's present interest 

in ТСС by exchanging his ТСС stock for preferred and votin 
common stock of the new company (Tr. 95]; It is importau LO 
recall that Mr. Bloom testified that such an estate planning 
device is used when the owners of stock feel ос can foresce 

a situation where the valuc of a comp my мау increase dramati- 
cally over a period of time and thot, in 1968, Vesco was 
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looking for tne ICC stock to go from $10 pcr share as high 
as $50-$100 per share (Tr. 105). According to Bloom, the 
personal holding company device would permit this antici- 
pated future appreciation to inure to the benefit of the 
owners of the common stock of the holding company (Tr. ]06- 
107). 

Mr. Bloom conceded that there was a delay of ap- 
proximately four years between the time the plan was submitted 
to Vesco and the actual formation of Vesco & Co. Не attributed 
approximately one year of this delay to tl fact that "thc 
transaction . . . had to be reviewed extensively by Hogan & 
Hartson", ICC and Vesco's then attorneys and that following 
this review Hogan & Hartson submitted an ext iive mororandum 
some time in August 1969* (Tr. 108). Bloom testified that 
Hogan & Hartson was concerned that the formation of a personal 
holding company was an irrevocable step which they hated to 
вес a man ав young as Vesco take and that they were concerned 
that a favorable tax ruling would not be obtained (Tr. 108- 


. 


109). 


А —— — 


* We note that although the initial letter to Hogan & Hartson 
outlining the plan was produced and received in evidence (Nef. 
гу. A) and although the correspondence between the IRS and 
Vesco's accountants relating to tax rulings was produced and 
received in evidence (Def. Ex. B-E), the Hogan & Hartson memo- 
топса; was never produced. 


In view of Vesco's continued control over the 


proposed holding company, however, it is clear that the 


proposed plan was irrevocable only to the extent that its 


reversal would result in certain tax comsequences (Tr. 117- 


118) Moreover, Mr. Bloom admitted on cross-oxamination 


that the personal holding company concept was а fairly 


common type of estate planning device and that it was routine 


for the IRS to issue favorable rulings in connection with 


such plans (Tr. 115-117). 


Other than the above, which at best explains a 


A 


delay of one year, Mr. Bloom knew of no reason for the delay 


2 


alleged estate 


of approximately 4 years in effectuating the 


planning device (Tr. 109). He did recall, however, thet the 


"project" was reactivated in “late 1971" by Mr. Vesco (Tr. 110- 


LER) 
When the "project" was "reactivated", it is clear 

that any estate planning advantage had disappeared. Although 
ТСС had risen dramatically to a high of approximately $50 per 
share, Bloom admitted that it had "come down just as dramati- 
cally" to "someplace probably undor SEO” ín 1971 (Pr. 109). 
Clearly, there could not be any hoj« < f rapid appreciatioi 

in 1972 in view of the ever expanding investigation into the 


affairs of Vesco and ICC. The progress of the SEC investiga- 


tior up through July of 1972, 
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well documented at the hearing by Mr. Sears. Suffice it 

to say at this point that Vesco, despit hat his account- 
ants and tax advisors might have been telling him with 

respect to the advantages of implementing the personal hold- 
ing company concept as an estate planning technique, knew 

full well in July of 1972 that there was little if any chance 
of substantial appreciation of the ICC stock in light of what 
he knew about the seriousness of the SEC investigations. And, \ 
Mr. Bloom was very clear that such a device made sense only 
if the person who was transferring stock to a personal hold- 
ing company could "foresee a situation whore the value of the 
company [whose stuck was tu be so transferred] may increase 
dramatically over a period of time" (Tr. 105). 

Nor, as noted, was there any explanation as to ? 
why the program was "reactivated" over four years after it 
was originally proposed and at a ti when the SEC investi- 
gation was in full swing. Bloom admits that Hogan & Hartson 
was still against the transaction in 1972 (Tr. 112) and 
Hogan 8 Ilartson's skepticism was the only explanation offered 
for any of the four years of delay between conception and the 
alleged effectuation of the plan. 

We respectfully suggest that th foregoing demo 


strates beyond question that there was no real estate planning 


purpose behind the formation of Vesco & Co. However, even 
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800,000 


it of over 800,0! 


[e] 


shares of ICC st 
cussed below requires that the corporat: Gentity of Vescc 
& Co. be ignored and that it be considered thing morc 


than an extension of Robert L. Vesco, i.e., his alter ego. 


This evidence, we respectfully suggest, shows that Vesce 
dealt with and used Vesco & Co. without any regard for its 


edly separate corporate identity. 


Evidence of Vesco's us 
for his own Personal Purposes 


Perhaps most telling is the transaction where! 


Vesco allegedly obtained a personal loan from Trident Bail 
and, as security for that loan, pledged the very ТСС stoc} 


that he had just recently transferred to Vesco f Cò. -OE 


minutes reflect this transaction аб 


of the ICC stock held by V о € са, 4 for that 

guaranty. However, the fact that the Воа í ігесіоге of 

Vesco & Co. that supposedly approved thi: га tion со 

sisted of Vesco wife, and his pe) i] cretary and hit 

Lc nej- t imi а ( Late ind both o vi! | ( O-- dc 1 ndan 

herein, recuices, we respectfully subsit, ti court to Look | 
{ €es* о t! sub ree ( ti ; 


we т 
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Additional evidence adduced at the hearing showed 
that Vesco did not hesitate to negotiate transactions which 


involved the sale or disposition of Vescu & Co.'s sole asset, 


i.e., the ICC stock he had transferred to it. For example, 


Leonard Polisar, the Vice President and Goneral Counsel for 
ICC from June of 1972 through February of 1973 testified that 
іп or about September of 1972 he was involved in a transaction 
calling for the sale of the ICC stock hold by Vesco and Vasco 
8 Co. to a company called Coldfield (Tr. 77-78). Mr. Polisar's 
testimony made it quite clear that Vesco was negotiatine for 
both himself and Vesco & Co. (Tr. 78), and specifically ro- 
ferred to one incident where, during the course of a neqotiat- 
ing meeting, the room vas cleared of everyone except Vasco and 
the principal negotiator for Goldfield (Tr. 79). Mr. Polisar 
also was quite clear in his testimony that no one from Vesco 
& Со. othe: than Mr. Vesco was present at апу of the negotlat- 
ing meetings he attended in connection with the propused 
Goldfield transaction (Tr. 79). 

Similarly, Elmer Sticco, presontly tle Executive 
Vice President of ICC, gave testimony concerning a proposed 
transaction negotiated in early 1972. ‘This transaction, 
negotiated at a number of meetings held in late Junuary and 
early February, 1973, at which, other than lawyers, Mr. 


Sticco, Mr. Vesco and Mr. Mailman, the other principal to tue 
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transaction, 


by 


4 


Vesco 


saction c 


sultant for 
that Mailman would 


Stock held by Vo 


(iv) Vesco & Co.'s 


400,000 
Again, there was no 


was negotiating 


e approval 


transaction or c 


Inn 4- ү TIO 
Under CIN auciioi 


our previously submitted merorandun, 


Cuse 


above discu 


Vesco's Awareness of the 
SEC Investigation 


Additional evidence adduced at the hearing sug- 
gests that the primary reasons for the formation of Vesco 
& Co. and the transfer to it of over #00,000 shares of ICC 
Stock was Vesco's apprehensions concerning the progress and 
probable consequonces of the SEC investigation into his 
affairs. This investigation had started in March of 1971 
However, according to the uncontradicted testimony of Mr. 
Sears, Vesco became fully aware of the serious nature of 
the investigation, as it related to himself personally, 
soon after Sears began to represent ICC before the SFC in 
connection with the investigation. Thus, Sears testific« 
that in mid-February, in reporting to Vesco thc results ct 
his meeting viti Mr. Mitchell, he told Vesco that he һас 
есеп a memo prepared by the general counsel for the SEC 
Ji in addy jn to expressing the SEC's conclu Lon th 


à 


the investigation was one that had serious connotations, 
also indicated thot the SKC vas considering perjury charges 
against Mr. Vesco in connection with the testimony he had 
given before the SEC (Tr. 56951, 

Following a meeting he had with the Chairman of 
іп reported that the SEC teli Vesco had 


мач consid 
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include c 


with the SEC 


fied 


that at the 


about 


2 


late and that 


formed and the S 


LOCX 


From the 


above 


of the progre: 
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уагісіу of assets. Thus, in October, 1971, Уезсс and ht 
fife transferred approximately 57 ғ” ces of ‘and which they 
owned in Bc^nton, New Jersey, to a trust sot up for each 
of their four children (Ті. 16-17). In July of 1972, at 
or about the same time that the ICC stock was trar-'ferrce« 
to Vesco & Co., Vesco and his wife also deposited approx) 
matcly $26,000 in trust accounts at the American Nationa! 
Bank & Trust Company (Tr. 17). Also, the evidence show 
in March of 1972 Vesc ansferred at least 72,000 
shares of Fairfield Genera) Corporation stock to trust: 
set up for his children (Tr. 19-20). Finally, in early 
March of 1973 Ves o, apparently unsuccessfully, attempt: 
to transfer 60,000 shares of International Health Screncs 


stoc to his wife as custodian for cach of his four chili 


By reason of the foregoing, we respect! ully sul 
mit that the transfer of the ТСС stock to Vesco & Co. 3: 
July of 1972 should be disregarded for а reason Sopa 
and apart from the alter сас theory discussed above. ТІ 
reason is that the transfers to Vesco & Co. vere i мам] 
as tc С and should, therefore, be set aside ш Yor the 
tinent vrovisious of the debtor алс ditor Vas In 
vegard ova respectfully refor the CONST 0o p! 47-99% в! T 


ру. usly subri.ted memoranovri of ! 
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Concius.on 


we respect 


ч 


riv warrants th conclu 


well be the only asset of Vesco availabli 
its outstanding judaments. As discussed 


supports this conclusion on cither of two 


that Vesco & Co. is a mere alter ego 


be disregarded and, second, 


stock to Vesco & Co. were fraudulent 
the debtor and с itor IW Thus, 


that an order 
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Letter from Shea, Gould, Climeni.o, Kramer & Casey 
to Judge Charles E. Stewart dated July 14, 1975. 
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BY HAND 


Honorable Charles E. Stewart, Jr. 

United States District Court for 
the Southern District of New York 

United States Courthouse 

Foley Square 

New York, New York 


› 


Y 


Re V. 


International Controls Corp. 
Robert L. Vesco, et al. 


73 Civ. 2518 


De Stewart: 


ar Judge 


I am submicting herewith plaintiff's Post-Heari 


Memorandum in connection with the hearing held on June 30 
1974. І am also enclosing for уо! convenience a copy of 
the Memorandum of Law which vas previously submitted in c 


nection with the motion presontly before Your iionor and c 
tains at pages 17 through 29 a discussion of what we fee] 
the applicable law. 


As Your nonor may recall, at the June 30 hearin 


spect Vesco & Co.'s minute and stock hook and to subiit 
exhibits documents therefrom. Іп this regard I aw cnclo:; 
a schedule listing additional exhibits (Plaintiff's Exhib 
12 through 21i) as well as tne documents involved. Tne 


RECEIVED JUL 16 1975 


HOLMANG 


it was agreed that I would be given the opportunity to iin 


OL Zig 
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Sina Goutp CLIMENKO KRAMER & CASEY 


Honorable Charles E. Stewart, Jr. 
July 14, 1975 
Page Two 


exhibit number is indicated in the upper right hand corner. 


Respectfully, 


Shea Gould Climenko Kramer & Casey 


By 


— — DANIEL Г. CARROLL | 


DAC: jd 
Enclosures 


cc: James J. Shrager, Esq. 
Hannock Weisman Stern & Besser 
744 Вгоаа Street 
Newark, New Jersey 
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Letter from Hannoch, Weisman, Stern & Besser, Esqs., 
to Judge Charles E. Stewart, dated July 2l, 1975. 
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July 21, 1975 


1109-15 (СУ, 


Honorabz3 Charles E. Stewart, Jr. 
Unitet States District Court 
Sov-hern District of New York 
voited States Court House 

Poley Square 

liaw York, New York 10007 


Re: ICC vs. Vesco 
Civil Action No. 73-2518 


Dear Judge Stewart: 


I wish to bring to Your Honor's attention an issue with 
respect to the above matter. As Your Honor will recall from 
Hr. Bloom's testimony, as well as the stipulation introduced hy 
plaintiff, at the time of the formation of Vesco & Co., Inc. the 
four children of Robert L. Vesco exchanged shares of ICC stock they 
owned for shares of stock in Vesco & Co., Inc. It is our position 
that whatever decision Your Honor reaches in connection with this 
matter that the interest of the children of Robert L. Vesco should 
not be disturbed. 


I believe Hr. Carroll will be in a posítion to confírm that 
the following are the facts with respect to the shares of ICC stock 
owned beneficially by the Vesco children: 
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Honorable Charles E. Stewart, Jr. 
Page 2 
July 21, 1975 


Prior to December 19, 1966, Robert L. Vesco was custodian 
for each of his roar children for 100 shares each of the stock of 
Captive Seal Corporation represented by Certificates No. C-39 through 
C-42. Оп December 19, 1966, Captive Seal Corporation merged into ICC 
of New Jersey and the children became the beneficial owners of 
773 shares each of that corporation's comuon stock represented by 
Certificates No. 72 through 75. Also, on December 19, 1966, ICC of 
New Jersey merged into ICC of Florida which was formerly known as 
Cryogenics, Inc. Each of the Vesco children became a beneficial 
owner of the 11,595 shares of that corporation's common stock. ICC 
of Florida is the plaintiff in the within action. 


Obviously, plaintiff should not be placed in a better posi- 
tion than it would have been in if Vesco & Co., Inc. had not been 
formed, assuming arguendo Your Honor rules in plaintiff's favor фп 
the within application, which we submit you should not. At any rate, 
the 46,380 shares beneficially owned by the Vesco children prior to 
1963 should remain their property as absolutely no evidence was 
subuitted to indicate that said shares were fraudulently conveyed to 
the children. As appears above, any conveyance took place many years 
aco. 


Accordingly, wo respectfully submit that the above-mentioned 
46,380 shares should not 5e effected by any ruling that Your Honor 
might make. 

In the event Mr. Carroll canaot confirm from his records the 
facts set forth above, or in the event Your Honor desires further 
proof with respect to the вазе, such proof can be supplied. 


Very respectfully yours, 


JAMES J. SHRAGER 


JIS / ам 
сз; Daniel L. Carroll, Esq. 
Мс. Daniel И. Vesco, President 
Vesco à CO., Inc. 


~. 
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MEMORANDUM DECISION BY 
JUDGE CHARLES Е. STEWART, 
FILED AUGUST 22, 1975 


STEWART, DISTRICT JUDGE 


Plaintiff International Controls Corporation “ICC” ) has 
moved for an order permitting it to satisfy some cf its 
outstanding default judgments against Robert L. Vesco 
through certain assets of Vesco and Vesco & Co., Inc. 
“Vesco & Со.”). The assets are 846,380 shares of ICC 
stock held of record by Vesco & Co. and 122,463 shares 
held of record by Vesco. The major issue here is whether 
ICC is entitled to enforce those judgments against Vesco 


by proceeding against Vesco & Co 


Plaintiff argues that such action is proper because Vesco 
& Co. is the alter ego of Vesco and therefore should not 
enjoy corporate status immune from Vesco's personal lia- 
bilities. In addition, ICC argues that Vesco & Co. ob- 
tained the shares through transfers from Vesco which were 
fraudulent as against ICC and therefore voidable. On 
June 30, 1975, a hearing was held on these issues. We 
find that the corporate veil of Vesco & Co. should be pierced 
since it is the mere alter ego of Vesco and to sustain it 
would work an injustice and fraud upon plaintiff. In view 
of this finding, we neeed not reach the question posed 
by plaintiff of whether the assets were obtained through 
fraudulent transfers under the New York Debtor and Credi- 


tor Law. 


There is a strong presumtion of validity surrounding the 
corporate form which can only be overcome in unusual 
circumstances. Quinn v. Butz, 510 F.2d 743 (D.C. Cir. 
1975: Zubik v. Zubik, 384 F.2d 267 (3d Cir. 1967); Chen- 
gelis v. Cenco Instruments Corp., 386 Е. Supp. 862 (W.D. 


PEPENE ое КЫ! үзү зү ҖЫ 
É: 4 "^ re$ À—— а 
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Pa. 1975). Generally, it is necessary to show that there 
is fraud, misrepreseniation or illegality involved in use of 
the corporate device before a court will disregard its 
limited liability. See Anderson v. Abbott, 321 U.S. 349, 
362 (1944); Lehigh Valley Industries Inc. v. Biren, m or 
380 F. Supp. 798 ( S.D.N.Y. 1975 


If any general rule can be laid down, in the present 
state of authoritv, it is that a corporation can be 
looked upon as a legal entity as a general rule. and 
until fficient reason to the contrarv appears; but, 
wher. che notion of legal entity is used to defeat 
public convenience, justify wrong, protect fraud, or 
defend crime, the law will regard the corporation as 
an association of persons. 


the establishment, ownership and operation of Vesco & 
Co. which, when taken together, lead us to conclude that 
Vesco & Co. is merely the alter ego of Vesco and that an 
injustice would result by maintaining the corporate fiction. 


Vesco & Co., chartered as a Delaware corporation on July 
12 1972, was organized as a personal holding company 
for Vesco's shares of plaintiff ICC. Vesco was the presi- 
dent and a director of ICC at that time. The other officers 
and directors included Shirley Bailey, Vesco s personal 
secretary and Richard E. Clay, a close personal friend. 
At some time later, Vescos wife took Vesco's place as 
president and a director of Vesco & Co Around the time 


of incorporation, Vesco received 52 shares of Class A vot- 
ing common stock and 1,838 shares of preferred stock in 
exchange for 350,000 shares of ICC. At the same time, 
Vesco exchanged 20,292 shares of ICC which he thea held 
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as custodian for his four children for 42 shares of Class A 
voting common stock and 12,000 shares of Class В non- 
voting common stock of Vesco & Co also to be held by 
Vesco in custodv for his children. On December 29, 1972, 
Vesco transferred an additional 339.912 shares of ICC to 
Vesco & Co. and received 675 shares of Vesco & Co. pre- 
ferred stock Again, Vesco, as custodian for his children, 
exchanged an added 26,088 shares of ICC for 8,000 shares 
of Class B non-voting common stock of Vesco & Co. At 
a later time, Vescos wite became custodian for all the 
children's shares. The shares of ІСІ stock held bv Vesco 
& Co are 78 sole substantial asset ( Vesco's s hedule 13D 


Pl. Ex. 1) 


In Quinn v. Butz, supra, the court, an ily zing the judicial 
doctrine of piercing the corporate veil. examined the vari- 
ous circumstances in which it is used “not the least of which 
are those wherein the corporation 15 simph the alter ego 
of its owners In speaking of a corporate alter ego. the 


court explained: 


we speak not merely of single ownership or of the 
deliberate adoption and use of a corporate form in 
order to secure its legitimate advantages, but of such 
domination of a corporation as in reality to negate 
its separate personality When at some innocent 
party's expense the corporation is converted into such 
an instrumentality ‘the courts will not permit them- 
selves to be blinded or deceived by mere forms or 
law but, regardless of fictions will deal with the 
substance of the transaction involved as if the corpo- 
rate agency did not exist and as the justice of the 


case may require | 


Quinn v. Butz, 510 F.2d at 758 (citations omitted ). 
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While it is true that а corporation can be wholly owned 
by a single individual without losing corporate status the 
“identity of interest” between Vesco and Vesco & Co al- 
ready acknowledged by the Court of Appeals, [CC t 
Vesco. 490 F.2d 1334. 1350 (2d Cir. 1974), can be suffi- 
cient when taken with other factors to find the two to be 
inseparable for purposes of liability. Vesco owned all of 
the preferred and 52% of the voting common stock of 
Vesco & Co. in his own behalf and 100% of the non-voting 
common stock о! Vesco & Co. as custodian tol his fou 
children. At some point he transferred his interest in the 
company as well as the shares he held as custodian for his 
children to his wite There is some evidence that the 
transfer date of July 21, 1972 which appears on the stubs 
of the certificates was fraudulently back-dated, since plain- 
tiff s exhibit 13 indictes that Vesco himself did not receive 
some of those verv shares until December 29, 1972. Such 
evidence can only lead us to conclude there was an im- 


propel motive in the transfer. 


Plaintiff also showed evidence of Vescos personal use 
of the corporation, a clear ground for ignoring the corpo- 
rate form. Quinn с. Butz, 510 F.2d 743 ( D.C. Cir. 1575 
Quarles v. Fuqua Industries, Inc., 504 F.2d 1358, 1362 
(10th Cir. 1974); Dudley с. Smith, 504 F.2d 979, 982 (5th 
Cir. 1974). Indeed among this evidence was a transaction 
where Vesco & Co. pledged its sole asset, all its shares of 
ICC stock, as security for a personal loan to Vesco. Al- 
though Vesco & Co. argues that Vescos grant of an option 
to purchase all of his preterred stock at a substantial dis- 
count over market value in return for the guaranty was a 
good business proposition, we agree with plaintiff that 


considering the composition of Vesco & Co.'s Board of 


Directors, defendant's explanation is at least suspect 
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[he most important evidence bearing upon the rela- 
tionship hetween Vesco and Vesco & Co., however, involves 
the purpose and circumstances surrounding the company $ 
inception. Bad faith in the formation of a corporation 
justifies piercing the corporate veil Maley v. Carroll, 
38] F.2d 147 (5th Cir. 1967); Chengelis с. Cenco Instru- 
ments Corp., 386 F. Supp 862 (W.D. Pa. 1975 The 
stated purpose for corporate ownership of the ICC shares 
was that it vielded "a more desirable business and ad- 
ministrative arrangement than direct ownersh ind was 
“advantageous from an estate planning and auministra- 
tive viewpoint” ( Vesco's Schedule 13D, Pl. Ex. ! The 
estate planning purpose behing the incorporation of Vesco 
& Co. is challenged by plaintiff. We agree with 
plaintifl that the circumstances. surrounding the in- 
corporation refute defendant's claimed estate planning pur- 
nose. 

Vesco & Co. called Alan K. Bloom, formerly ı member of 
the accounting firm, Coopers & Ly brand, as a witness at 
the hearing. He testified that he presented the idea of a 


personal holding company to Vesco as an estate plaumag 


device in 1967. Bloom stated that such a plan is effective 


when an individual anticipates a great increment in the 
value of his investment. It is this testimony which forms 
the basis for plaintiffs argument. 


ICC argues that while the advice was valid as an estate 
planning technique in 1967 when the value of ICC shares 
was low and Vesco could anticipate a rapid and large 
increase in that value, it was no longer valid in 1972 when 
the plan was executed. While the shares did rise in the 
period after 1967, after the initiation by the Securities 
Exchange Commission (“SEC”) of its investigation in 
1971. the shares fell to their former low value where they 
remained at the time the plan was executed. Plaintiff 
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argues that since there could no longer be any great ex- 
pectation that the shares would г ain increase in value 
the personal holding company Was по longer valid as an 
estate planning device. Plaintiff reasons that Vesco 
knowing the serious nature of the SEC investigation as 
detailed in the testimony of Harry L. Sears, an ICC direc- 
tor, was attempting to immunize his assets from his own 


potential liabilities 


While ordinarily a corporation is formed to limit personal 
liability, it is an improper use of the cor porate device when 
formed to defraud creditors or even potential -editors 
See ICC v. Vesco, 490 F.2d 1334, 1350 (2d Cir. 1974 
Plumbers ¢> Fitters. Local 761 с. Matt J. Zuich Construc- 
tion Co., 418 F.2d 1054 (9th Cir. 1969 Cf. New York 
Debtor & Creditor Law, $276 (McKinney's 1945). The 
doctrine of piercing the corporate veil “is designed to pre- 
vent a person from doing injury and then escaping re- 
sponsibility by hiding behind a corporate shield." Plumb- 
ers dz Fitters, Local 761 v. Matt J. Zuich Construction Co 
418 F.2d at 1058. Here, Vesco knew he was under inves- 
tigation and "actually transferred his ICC common stock 
to Vesco & Co. at a time when he was actively engaged in 
his allegedly fraudulent scheme ICC v. Vesco, 490 F.2d 
at 1350. 


In addition to the fact that Vesco knew he was under 
investigation and р «de the transfer to Vesco & Co. during 
the time period covered by the detailed allegations of 


fraud in the complaint, Vesco made other transfers of 


property at the time time This apparent scheme to dis- 
pose of a wide variety of assets supports the conclusion 
that Vesco's intent with regard to the formation of Vesco 
& Co. was improper These other transfers were stipu- 
lated to in substance at the hearing and need not be set 
forth here. 


In light of all the above circumstances, wt think. that 
plaintiff ICC has demonstrated. that the incorporation 


Vesco & Co. was not for à На. rporate purpose, b 


ut 


rather was an attempt by Vesco to ипицииихе his assets 
| 


from liability while шаицаниие ре rsonal conti 1 over апа 


| 
view of this finding we find 1! 


ollect those issets D 


use of those assets In 
desirable to appoint a receives tO ‹ 
fendants Vesco and Vesco & Со. are directed to turn ove 
all certificates of shares of [CX and Fairfield Genera 
Corporation stock in their possession, cust xlv. or conirol 
to the receiver within 20 days of such appointment 
whether or not those certificates are within the United 
States United States г. Ross, 302 1 2а 831 2d Сі 
1962 However. we modity this order in accordance 
with Ross Defendant Vesco, а non resident of the 1 nited 
States, shall first “apply for such official consent to such 
transfer as may be required in order “to provide against 


any possibility that anv action ordered will violate 


foreign law 302 F.2d at 534 


Plaintiff has additionally requested that this court issue 
an отет pe rinitting ICC to « ancel the stock held by Vesco 
and Vesco & Co. We deter decision on the right of [CX 
as judgment reditor to seek cancellation of stock held by 
Vesco and Vesco & Co. as ШШ nt debtor until such time 


as it may become necessary to decide 


August 22, 1975 
g 


SO ORDERED 


s/ Charles ł Stewart 
CHARLES E. STEWART 
U.S.D.] 


1088а 


Affidavit in Support of Motion for Succeeding Order 
to Correct clerical mistake in order filed April 4, 
1975. 


(1088a - 1090a) 


, - P Um ty 6 e Ts 


s DART кайду. d, d "i 108932 a" d eft. Jus 
ло USE СР: STATES DISTRICT COURT, — . CEP. a NTC Е ШАРУ, 
қ к 4 .$i Е" шош чем B pIeT ICT ОЁ, Нн YORK. Gy E b М “ 
"n % } H Mie Шы ы NYSE, -- - оо о к но о че => = -- — =. х E " "b 
da ЯҒ 4 H 4 : TI . Р 1 е 
қ | 8 LMVERAM TIONAL CONTNOLS CIFP., : 73 Civ. 2518 (CES) ' 
Ж, КА ы s ris Е Affidavit !n Support of 
4 T ' ." Plaintiff,. $ Motion For Succeeding, 
фе. > Order То Correct clerical} 
2 о | ін сыны е Mistake іп Order Filed |. 
175. 1 n б April Ч, 1975 
47900. ROBERT L. ` VESTO, ET AL., $ 
ния $^ | ^ 
cm "e. Defendants. 92% 2% 
ыы Fi 
ana «еее» чо чо во чо о во «веке өз өз a —— --х 


T 47. a 
(us, STAP- ОР NEW YORK ) 


A cowry оғ мин vore ) 


RENEE SACKS, belng duly sworn, deposes and says: 


1, T aman attorney with the firm of Gordon Hurwitz 


Butøwsky Laker Ycitzen & Shalov and am familiar with the facts. Nu 


А dmthis case. This affidavit is (1709 Ап support of а motion <, 


+ 
pt 


ый көбө, Rule 60(a). 


2 No previous application for the relief sought 


Ler Lx tS EU چ‎ : 
ж CF - bae 77 =. G^. 1 
Со کے‎ УУ re р ~~ A 

" Е У — - 


CER у 
“5427, D E 3. On April 3, 1275, Judge Charles E. Stewart, eo 
2% T. r > RM. 2" 1 
M ae y gned an Order (Exhibit A) which wus filed hy the Clerk of. 
ab. ME | 9% 5 —— „ 
% AE KG % Court on April 4, 1975, and which provided in part that, a- 


“Judie entered 4и July of 1978 and the plaintiff's right ۴ 


LS execution tinder tt wuld in no моу bc affected by plain- 


irs right to prove and to recover other amounts pursuant to 


ГУ + 
tie Judgment entered October 5, 1973. 


4, Тһе said Order села! та s clerical error in that ` 


| ptamgraphs 2, Ц, and 5 state that а judgment was entered against 4 
kobiet L. Vesco on July 18, 1974, whereas in actuality, this 


ое а фу of which is annexed hereto as Exhibit В, was 


~~ 


‚әлә ДААТ 
> oo N 6. 


[stened by. кайы; Stewart on к. 12, 1974 and entered by the 
lerk or tbe dun on July TM 1974. 
5, tn order to correct this clerical mistake, plaln- 
tiff mov ee — а nucccedinrg order, identical in all respects 
"to the Oriat filed Anria 18, 1975 except that the dace which 
| appeals. isa July 18. 197% fm parayvraphs 2, 4, and 5 of said 


| Order 2x« changed to July Ш, 1974, the date the Judgment was 
! 


4 я TR. 


XE B AGKS 


actually; entered. 


x to before me this Ol 
Man є of Septomber, 1975. 


ә ts pak 
ES TA в 
ЕС U DONNELLY 
ger of New Yast 
4069335 


eaa ” a York (Count 
А 4 
н Expires March 30 197% 


date ad. 


ر 


Ez T 


Ta rw 


e 
КЖ o 


Order dated September 11, 1975 correcting clerical 
mistake. 


(109la - 1093a) 


Order 1092a 


n A - [] ^ 
W 
"D. op. 
- == аын а IRN 
» ١ NAL Р) ге CORP, рт 
11 n*1 j (C ) ` 
лі t 
—— 
еі 
WERTE ыы зық жақы ааа ыма " 
! 
P 3 nt« 1 herein against Rober L 
esto iee 73, whfeh judge did not establish the 
cil aon am f muses recevered by the plaintiff fro 
i 
bert 1 ^ 
АЯП а du]: б havinp been entered һегеіп against 
TT 
Habert L. Varea on July 16, 1974, establishing that a portion .; 
GS | 
гы {ээл узле үм erable under the Judgment of October 5, 77: | 
к Л | 
1973, amounts to $2,167,3545.93, 1t 1s hereby : Hi | 
ORDERED, that both of said Judgments are and were at, ^| i.4 
Y i 
the tin when they were entcred final judgments of this court;, 
ree 2 | 
and 4% 1s further 


ORDERED, that no further action of this court or any : 
other court ie regaulred betore the Judgment entered July 16, 47 
1974 тау be present d Yor executlon to апу court of general 
Jurisdiction Im the UntlLed States or any foreign court that 
recognizes the entidity of said Judgment; and 4t is further 

ORDERED, that the Judgment entered July 16, 1974 and ( 
the plaintiff's right to have exeeut1on thereunder for the 
amount of $2,18%, 351.93, are and will be in по way affected by 
the plaintiff's right to prove and to recover other amounts 


pursuant to the judrment entered October 5, 1973; and it is’ 


further 
' ^, 
iy 
* ` 
П oy 
CXHIBIT A A 
Salis n— г НЕНИЯ xw ie 


————=————— 


1093a 
i 
ORDERED, that the hereinabove Order shali suodced bhe ‘ 
tened April 3, 1975 and filed by the Clerk of the Court 


1975. ” 


-4 


New York, 


Sept. ber 72 1275 


~ 


РОЦЕ‏ سو вони орлы eos ar.‏ کسه جص تہ 


ae n i 7 LE un ш 


P 
— 


P 
ч 
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1094а 


Notice of Appeal filed September 19, 


(1094a - 1097a) 


1975. 


Notice of Appeal 1095a 
UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


INTERNATIONAL CONTROLS CORP., 


Plaintiff, 5 Index No. 73 
Civ. 2518 (CES) 
T-VS- 
ROBERT L. VESCO, et al., : NOTICE OF APPEAL 
Defendants. 
TO: Clerk ; 
United States Court of Appeals : 


40 Foley Square 
New York, New York 10007 


SHEA, GOULD CLIMENKO, KRAMER & CASEY 
Attorneys for Plaintiff 

330 Madison Avenue 

Wew York, New York 10017 


SIRS: 

NOTICE is hereby given that def«ndant, Vesco & Co., Ine. 
hereby appeals to the United States Court ' ^ppeals for the 
Second Circuit from the whole of the opinon and order o! the 


Honorable Charles E, Stewart filed on the 2764 day of August, 1975, 


holding that Vesco & Co., Inc. is the alter «Go of Robert L. VESCO, 
and appointing a receiver to collect the a: is of Vesco & CO., 
Inc., and directing that certain certificate of shares of 1СС 


and Fairfield General Corporation be turned over to such receiver 


Notice of Appeal 


1096a 


by defendants Vesco and Vesco & Co., Inc. 


ARUM, FRIEDMAN & KATZ 
450 Park Avene 
New York, New York 10022 


22 ШЕТІ 


MICHAEL HEITNER 


HANNOCH, WEISMAN, STERN & BESSER 
744 Broad Street 
Newark, New Jersey 07102 


ву (з) James J. Shrager 


JAMES J. SHRAGER 


Attorneys for "efendant Vesco & Cd., 
Inc. 


xh cp 7- — бы " » 


UNITED STATES 2 


те 
f SOUTHERN DISTRICT 


з we 


Index No. 73 
Ciy. 2518 (CES) 


Plaintiff, 


NOTICE OF APPEAL 


а 


ARUM, FRIEDMAN & KATZ 
450 Park Avenue 
New York, New York 10022 


HANNO 
744 В 


| Notice of Appeal 1097a 


(1098а ~ іа) 


1098а 


Order dated and filed September 22, 1935. 


sell any personal property in which defendant 
Robert L. Vesco has an interest and to do any 


other act designed to satisfy the judgment 


1974 in the amount of $2,422,466.72 and the judg- 
ment entered by this “ourt on September 11, 1974 
in an action entitled International Controls Corp. 
v. Robert 1. Vesco (74 Civ. 558) against Robert 


L. Vesco and in favor of International Controls 


Corp. in the amount of 52,900,000; 

(b) directing defendant Robert |. Vesco to 
deliver to в ‘2 receiver, within 29 aay»5 from the 
entry of said order, all shares of common stock 


of International Controls Corp. in his possession, 


or control including 122,463 shares of such 


1099а 


Order 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERNATIONAL CONTROLS CORP., 


Plaintiff, 


-against- 


ROBERT L. VESCO, et al. 


Defendants. 


Plaintiff International Controls Corp 
this Court by Order to Show Cause dated 
order pursuant to Rule 69 of the Feder 


cedure and Rules 5201, 5225 and 


Practice Laws and Rules: 


5228 


the 


(a) appointing a receiver to col 


М 


(LS oc. 
„ d f. 
ы ТУ Қа. 
ль! Ска! 
S Dof Z} 
73 Civ. 2518 (CES) 
ORDER 
., having mov 
May 20, 1975 for an 
Rules of Civil Pro- 
lew York Civil 
lect and 


‚А 


WW Ма» ow 


ь әй” Йа чуч чар 


shares of common stock of Fairfield General Corp- 
oration in its possession, custody or control 
including all shares of such stock held of record 
by defendant Robert L. Vesco; and 

(e) upon the failure of defendants Rober: 
L. Vesco and Vesco & Co., Inc. to deliver the 
stock as required by "(Ъ)" anc c)" above, directing 
that International Controls Corp. be permitted to 
cancel on its books all shares of its stock held 
of recor! by defendants Robert b. Venco and V E 
$ Co., 1.2. in satisfaction ol the pudent! 
referred to in "(a)" above and that upon such 


cancellation a hearing be held for the purpos 


of determining the value of such shares at the 


time of cancellation, 


Order 


1100a 
stock held of record by defendant Robert L 


Vesco and 846,380 shares of such stock held of 
record by defendant Vesco & Co., Lac. } 

(c) directing defendant Vesco & Сөз; Ine. 
to deliver to said receiver, within 20 days from 
the entry of said order, all shares of common 
stock of International Controls Corp. in its 
possession, custody or control including 846,380 
shares of such stock held of record by defendant 
Vesco & Co., Inc. and 122,463 shares of such stock 
held of record by defendant Robert L. "Tesco; 

(а) directing defendants Ropert L. Vesco 
and Vesco & Co., Inc. to deliver to said receiver, 


ыйы e дама Фене the entry of said order, ait 


defendant Vesco & Co., IInc.; (0) renceree a eure 


1975; and (c) entered an Order dated September 4, 1975 


Andrew Maloney, Esq. of the law firm of Maloney, Viviani 


1290 Avenue of the Americas, New York, New York 10019 
} 


Receiver requested, and sufficient cause appearing the 


hereby 


ORDERED that said Andrew Maloney shall collec 


subject to the further order of this court, зе], the 


property in which defendant Robert 1. Vesco has an іші 


(i) all shares of common stock of 
International Controls Corp. 11 Lhe posses 
sion, custody oi control of defendant Rober! 
L. Vesco including 122,463 shares of such 
stock held of record by defendant Pobert L. 


Vesco and 846,38) shares of such stock held 


Order ‚ 1101а 
NOW, upon reading the affidavit of Daniel L. Carroll, 


sworn to May 19, 1975 and the exhibits annexed thereto and the 
supplemental affidavit of Daniel L. Carroll, sworn to May 29, 1975 
and the exhibit annexed thereto in support of said motion, and said 
motion having come on for hearing on June 2, 1975 before the 
Honorable Charles E. Stewart, Jr., and defendant Robert L. Vesco 


having failed to appear or raise any objection to the entry of the 


order requested at said hearing, 


AND this court having (a) held a hearing on June 30, 1975 
for the purpose of determining whether International Controls Ccrp. 
is entitled to enforce its judgments against Robert L. Vesco by 
proceeding against the stock of International Controls Corp. held 
of record by Vesco & Со., Inc. and, having at said hearing received 


such evidence as was presented by International Controls Corp. and 


ЧИЕ et ae a ET " Ir 


æ 


is, within 20 days from the date hereof, directed (a) to deliver 

to said Andrew Maloney, all shares of common stock of International 
Controls Corp. in which he has an interest including 122,463 shares 
of such stock held of record by him and all shares of common stock 
of Fairfield General Corporation in his possession, custody or 
control including all shares of such stock held of record by him 
or (b) to appear herein and show why an official consent of an 
official of a foreign nation is required for such transfer in orde: 
to avoid a violation of foreign law and demonstrate that he has 


requested such consent as nay be required; and it is further 


ORDERED that defendant Vesco & Co., Inc. be, and it here- 
by is directed to deliver to said Andrew Maloney, within 20 days 


from the date hereof, all shares of common stock of International 


Controls Corp. in which it has an interest including 846,380 share 


Order 


1102a 
of record by defendant Vesco & Co., Inc.; 


(1i) all shares of common stock of 
International Controls Corp. in the posses- 
sion, custody or control of defendant Vesco 
& Co., Inc. including 846,380 shares of such 
stock held of record by defendant Vesco & 
Co., Inc. and 122,463 shares of such stock 


held of record by defendant Robert L. Vesco; 


(iii) all shares of common stock of 
Fairfield General Corporation in the posses- 
sion, custody or control of defend:^t Robert 
L. Vesco including all shares of such stock 
held of record by defendant Robert L. Vesco; 


and it is further 


ORDERED that defendant Robert L. Vesco be, and he 


hereby 


846,380 shares of common stock of International Controls Corp. 
held of гесога by cefendant Vesco & Co., Inc. as provided herein, ! 
y a». 

y 


International Controls Corp. shall be permitted to cancel on its 


books said 846,380 shares and upon cancellation shall reissue a ир 
like number of shares in the name of Andrew Maloney, Receiver, 
who shall, and he hereby is directed, to hold said shares pending 
further order of this court; and it is further 
ORDERED that a cert‘ fied copy of the within order shall 
be mailed to defendant Robert L. Vesco on or before September 
4 
1975 by Certified Mail, Return Receipt Requested, addressed to / 
defendant Robert L. Vesco at 170 Denville Road, Boonton Township, i 
New Jersey 07005 and by Certified or Registered Mail, addressed % 
to defendant Robert 1. Vesco at Brace Ridge Road, Nassau, Bahamas, 
" 
-5- , 


Order 1103a 


of such stock held of record by it and all shares of common stock 


of Fairfield General Corporation in its possession, custody or 
control including all ares of such stock held of record by defen- 


dant Robert L. Vesco; and it is further 


ORDERED that should defendants Robert L. Vesco and/or 
Vesco & Со., Inc. fail to deliver to said Andrew Maloney the 


122,463 shares of commc; stock of International Controls Corp. 


held of record by defendant Robert L. Vesco as provided for herein 


or should defendant Robert L. Vesco fail to appear i referred to 


above, International Controls Corp. shall be permitted to cancel 
on its books said 122,463 shares and, upon such cancellation, 


reissue said 122,463 shares of 


International Controls Corp. 


in the name of Andrew Maloney, Receiver, who shall, 
and he hereby is directed, to hold said shares pending further 


order of this court; and it i further 


ORDERED that should defendant Robert L. Vesce and/or 


Фа Чр. T^» £247 кла nelli 


ow Malonev the 


= - 


plaintiff shall have the right to make further application to this 


court for such relief, and such other and further relief as 


Ly 
be appropriate. 
Dated: New York, New York 
September? 2 , 1975 
s] Chae ie: 


Ане | 


Order 1104a 
Р. О. Box N-8232, Nassau, Bahamas, which are his last known 


addresses and to defendant Vesco & Co., Inc. by Certified Mail, 
Return Receipt Requested, addressed to its attorneys, Hannoch, 
Weisman, Stern & Besser, 744 Broad Street, Newark, New Jersey 07102 


and it is further 


ORDERED that a certified copy of the within order shall 
be mailed to Trident Bank Limited on or before September 37, 1915 
by Certified or Registered Mail addressed to Trident Bank Limited, 


P. O. Box 4815, Nassau, Bahamas; and it is further 


ORDERED that decision is deferred on the remainder of 


ықл поз Sanaa he otaintiff on the instant application, and 


INDEX ND, 73 Civ. 232 Коз. 
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| 
| | 
mA | 
e | 
ү | 
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SHEA GOULD CLIMENKO KRAMER 8 CASEY 
330 MADISON AVENUE 
NEW YORK, N. Y. 10017 
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(1106a - 1110а) 


Civil Appeal pre-argument statement (Form С) 
and Transcript of information (Form D) dated 
(asas. 20. 1676 . 


f “oros - — During trial | 
, “ PRISONER PETITIONS = Ovi RO wt a | 
Д A v 
2 T ave d Appeal trom order Damages 
- . 4 я Preliminary injunction С) Granted Г) 
atar ғаз» арма! PROPERTY Shanon = action J Amount 
" Ы 4 - ый are wih - 1 answer J > = 
. aca rene 2 
шш" Enforce settlement J Denied 
^ а “ч orn Counsel fees О Other гене! (specify 
"—— E" e reas Stay g 
v pes " е — | Other x 
Meee — men canon Trees | See description below 
Si. | 
| 
| 
] N 
(yere | Y 
APPROXIMATE SIZE OF RECORO > NUMBER OF EXHIBITSPAD кекете BEEN MADE? ES fal 


BRIEF Dt SCRIPTION OF NATURE OF CASE AND RESULT BELOW Plaintiff International Controls Cort 


ICC), moved for an order permitting it to satisfy its judgment against defendan 
Robert L. Vesco by reaching shares of ICC stock held of record by defendant Vesc 
Co., Inc. А hearing was held on June 30, 1975 for the purpose of determining 
plaintiff's claim that ICC is entitled to reach the said stock on the theory tha 
"esco & Co. is the alter ego of Robert Vesco or on the theory that the transfer 
by Уезсо & Vesco & Co. of the ICC stock was fraudulent and should be set aside. 
The court found that Vesco & Co. is the alter ego of Robert L. Vesco. (See Rider 


ISSUES PROPOSED TO BE RAISED ON APPEAL 


(1) The finding that Vesco 5 Co. is the alter ego of Robert L. 
the weight of the evidence. 


(2) The judgment for which ICC sought enforcement is not 
ment. 


Vesco is against 


a valid or final judg- 


3) The court was in error in failing to grant Vesco & Co., Inc. the right to be 
heard as to the merits of the claim of Robert L. Vesco. 


! Attorney for the Appellant, hereby certify that satisfactory arrangements have been made wit!’ the court reporter for payment of the cost 
of the transcript (FRAP 10 (b) (Check one box) 
1 ГИ?) have already ordered the transcript to be prepared OR 


(2) will order и to be prepared at the time required by the Staff Counsel in the implementation of the Civil Appeals Management Plan 
ane — [ 
HANNQCH, WEISMAN тени 5 BESSER қ А КА 
i / September 29,19 
COUNSEL'S SIGNATURE Ца л реке DATE P 4 1 
ames Jj] Shrage / 
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UNITED STATES СОЦ 


FORMC 


HT OF APPEALS 


SECOND CIRCUIT 


CIVIL APPEAL PRE-ARGJMENT STATEMENT 


(To be filed by appellant with Clerk of Court of Appeals and served on 
ther parties within ten days after filing notice of appeal.) 0151: 
CASE TITLE (Complete) Р 
к 
ІМТЕ IONAL CONTROLS CORP., Plaintiff, 
V HARRY L. € FRANK G. à 
: У SAs > TT T^ AF 
BEATTY, NORMAN LeBLANC, GRAZE, MILTON 
Е. МЕІ ULRICH RICHARD E. T3 
I I J SNIP К J. WEYMAR, 
4 I 44. 9 
G3ILBERT STRAUB, III, RALPH 
Р. D, GEORGE PHILLIPE, JOEL GRADY, (See Rider )s thisa 
) L NAME ADORESS 
FOR АРРЕ LANTS 
Arum, Frie K (Michael Heitner) 450 Park 
Arum, ri ! 
Hannoch, Weisman,Stern & Besser New York, 
(James J. Shrager) 744 Broad S 


FOR APPELLEES 


hea, Gould, Cl Krainer 
3ordon,Hurwitz,Bu y & Baker 
(David towsky) 
(Check Опе Вох Only) 
NATURE OF SUIT 
ACHONS UNDER STATUM 
T зет Е А dis ait ан 
— tasowai INJURY - е 


Newark, N.J 
330 
New 


Madison 
York, 


то 
338 Madison 
New York, 


^ 
N 


| 
| 
| 

j 


N. 


APPEAL FROM DISTRICT COURT 


ст Southern District of 
AT мг 
ЗЕЯ 73 Civ. 2518 
FDIN MO. DAY УЕАЯ 
IN AT 1 ^ 7 
A June 7, 1973 
CE OF » 
"Wed September 19, 1975 
SEISID 
YES NO 
€ s appeal г 


LJ ж 
TELEPHONE 


644-9800 


treet 


621-8800 


Ave. 
"o At 661-3200 
(212) 661-8330 
METHOD OF DISTRICT COURT DISPOSITION 


jdqment before trial tron 
оиипагу Judgment ж. 
nıssal Denied ] 
ther ' 
nent ing or after trial Injunction 
urt trial x Granted 
ury trial Denied ) 


BRIBE DESCKIPLIOUN UF NAIURD UP САО ANU кызуы: ре ие м 


It ordered that: (1) A receiver be appointed to collect from 
defendants Vesco & Vesco & Co. all shares, certificates of share 
of ICC and Fairfield General Corporation stock in their possess hon 
within 20 days of appointment; (2) That Robert L. Vesco apply for 
the required official consent for such transfer; (3) That the 
decision as to the right of ICC as judgment creditor to seck 
cancellation of stock held by Vesco & Vesco & Co. as judgment 
debtor, Бе deferred. 
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|| 
| 
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RIDER 


Case Title соп'а 


SHIRLEY BAILEY, VESCO & CO., INC., 10S LTD., COLUMBUS 
TRUST COMPANY, LIMITED, BAHAMAS COMMONWEAI.TH BANK, 
INTERNATIONAL BANCORP, KILMOREY INVESTMENTS LTD., 
VALUE CAPITAL LTD., GLOBAL HOLDINGS LTD., GLOBAL 
FINANCIAL LTD., BUTLERS BANK, LTD., (now known as 
WHO HOLDINGS LTD.), ALLAN J. BUTLER, BANK CANTRADE 
LTD., FAIRFIELD AVIATION CORPORATION, FAIRFIELD 
GENERAL CORPORATION, SKYWAYS LEASING CORPORATION and 
MARINE MIDLAND BANK - NEW YORK, 


Defendants, 
ANDEAN CREDIT S.A. and JOHN K. SCHEMMER, receiver, 


Intervonors. 


TUS e We Е д сыл жә ww од WM "7 71.2 эъ РУР „ма. 


CRIPT OF PRE-TRIAL DELIVER TRANSCRIPT TO: (NAME, ADORESS, TELEPHONE) 


| certify that | have made satisfactory arrangements with the court reporter for payment of the cost of the transcript 


FRAP 10(b)). | understand that unless | have already ordered the transcript, | shall order its preparation at the time re 
quired by the Civil Appeals Management Pian, F.R.A.P. and the local rules. . 
КК ИНТЕР, ҚАҚ) my S STERN & BESSER ген . 
МЕ. Р | September 29, 1975 
es LE M^ ше | 
ÓWLT А “Shr er 


To be completed by court reporter. Return one copy to 


COURT REPORTER АСКМ OWLEL SEMEN clerk, U.S. Court of Appeals. 


| 

JATE ORDER RECEIVED ТЕЗТмАТЕО СОМРЕЕТ!ОМ ОАТЕ | ESTIMATED NUMBER OF PAGES 
| 
} 


| 
| 


SIGNATURE OF COURT REPORTER 
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T" UN..ED STATES COURT OF Af ¿ALS 
SECOND CIRCUIT 
TDANICÓPDID ^ 27917? 
IRANS SCRIPT NFORMATION To be completed by counsel for appellant in civil appeal (гог 
CIVIL APPEAL district court within ten days after filing notice of appeal. 
T N ۴ PIES erk e ' а! $ and to € tt Repor 4 e! tor ee 
E ed by е! fo Г. Hant 
THIS SECTION TO BE COMPLETED BY COUNSEL FOR APPELLANT 
Р { RICT KET NUMBER 
Southern District 73 Civ. 2518 
GE | APPELLANT 
Stewart Vesco апа Co., INc. 
COURT REPORTER NSEL FOR APPELLANT x: 


Southern District 


Court 
Defendants. Court 
TRANSCRIPT ORDER 
Must be completed 
ULSCRIPTION OF PROCEEDINGS f 1 WH 4 ] 
TRANSCRIPT IS REQUIRED (INCL E DATES 


| am ordering a transcript. | 


X | am not 
Reason | 


rdering а trar script. 


x) Daily copy is available 


) Other. Attach explanation, 


METHOD OF PAYMENT 


Aruin,Friedman & Katz 

Michael Heitner,Esq. 

450 Park Ave.,NY.,NY 10022 
and 

lannoch,Weisman,Stern & Bess 

James J. Shrager,Esq. 

744 Broad Street,Newark,N.J. 


\ 


(0 ғомоѕ [J CJA VOUCHER (CJA 21) 


т чт Gt Vee tse WV SW ч рле "ч qe >> wy о = чә > а исп За WU» Pn - Р m "ma 
(Form D) are hereby acknowledged this 29th day of September, 
1975. 


GORDON, HURWITZ, BUTOWSKY & BAKER 
Special Counsel for Plaintiff 


By /s/ David M. Butowsky 
David M. Butowsky 


Appeal Forms 
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ACKNOWLEDGMENT OF SERVICE 


NUE, TIMELY & LEGAL service of the within Civil Appeal 
Pre-Argument Statement (Form С} and Transcript Informatior G 
(Form D) are hereby acknowledged this 29th day of September, 


1975. 


SHEA, GOULD, CLIMENKO & KRAMER 
Attorneys for Plaintiff 


By_/s/ Daniel L. Carroll 4 
Daniel Г. Carroll 


DUE, TIMELY & LEGAL service of the within Civil Appeal 


P———--——————— — OSs CT. ME. RES әй A mMnaerrint Information 


of law 

2/5/74 Filed plaintiff s order that intervenor Andean 
Credit. S.A. show cause why an order should 
not be modifying preliminary injunction 

8/2/74 Filed plaintiff's restraining notice re: 
Bahamas Commonwealth Bank 

4/3/75 Filed pre-hearing memo of defendant 
Vesco & Co., Inc. 

4/3/75 Filed plaintiff's pre-hearing memo 

6/2/75 Filed counter order that plaintiff appear 
for dep. on or before 6-16-75. 


IN TESTIMONY WHEREOF, I have caused the seal of 
the said Court to be hereunto affixed, at the City of New 
York, in the Southern District of New York, this 


111]а 


CLERK’S CERTIFICATE AND 
SUPPLEMENTS 


CASE NO. 73-CIV. 2518 
JUDGE STEWART 
CLERK'S CERTIFICATE 


I. RAYMOND F. BURGHARDT, Clerk of the District 
Court of the United States for the Southern District of New 
York, do hereby certify that the certified copy of docket 
entries lettered A-T, and the original filed papers numbered 
1 thru 251, and exhibits none, inclusive, constitute the rec- 
ord on appeal in the above entitled proceeding; except for 
the following missing documents: 


bo 


20 74 Filed Intervenor Andean Credit, S.A. and 
affidavit of Arthur H. Christy 


bo 


20/74 Filed Intervenor Andean Credit, S.A. memo 
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in the vear of our Lord, One 


day ol 
five. and of the Inde 


thousand nine hundred and seventy 
penc -nce of the United States the 200 vear. 


S Ravmond Burghardt 
RAYMOND BURGHARDT 
Clerk of the Court 


11/7/75 


$ 


Clerk of the Court. 
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CASE NO. 73 Civ. 2518 (CES) 
JUDGE: STEWART, C. E. 
SUPPLEMENTAL CLERK'S 
CERTIFICATE 


I. RAYMOND F. BURGHARDT Clerk of the District 
Court of the T nited States for the Southern District of New 
York, do hereby certify that the certified extract of docket 
entries lettered F, and the original filed papers Nos. 246 
and 252 through 254, inclusive, constitute the supplemental 
record on appeal in the above-entitled proceeding, 


IN TESTIMONY WHEREOF, 1 have caused the seal of 
the said Court to be hereunto affixed, at the City of New 
York. in the Southern Distri с of New York, this 
day of ‚ in the year of our Lord, one 
thousand nine hundred and seventy ‚ and the Inde- 
pendence of the United States the 19 th vear. 


and affidavit of Daniel L. Carroll by 

certified mail to R. L. Vesco, 170 Denville 

Road, Boonton Township, New Jersey, 

filed May 29, 1975. Lost 


Affidavit of service by mail of Louis Brander 
of Memorandum of Law upon Robert L. Vesco, 
Bahamas, filed June 4, 1975. 253 


Affidavit of Daniel L. Carroll submitted to 
bring to the attention of the court 

additional facts in connection with 177325 
application brought on by Order to Show 


Cause, filed June 3, 1975. Lost 


Order pursuant to judgment against Robert 

L. Vesco and Vesco & Co., Inc., 

appointing receiver Andrew Maloney to 

collect ICC shares, filed September 27, 1975. 246 


Clerk's Certificate 254 
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№. 75-7548 
CASE NO. 73 CIV. 2518 (CES 
JUDGE: STEWART, С. Е. 
First Supplemental Record. 
INDEX TO THE SUPPLEMENTAL 
RECORD ON APPEAL DOCUMENTS 
Certified extract of docket entries F 


As per telephone conversation between Martin Chasin 
and the Clerk of the U.S. District Court (Mr. Freeman ) 
on December 9, 1975, the “Lost” items on the Index were 
deleted by the Clerk and the other items (Nos. 252 
through 254) were added to the Clerk's Certificate. 
INDEX TO THE SUPPLEMENTAL 

RECORD ON APPEAL DOCUMENTS 


Affidavit of service of Stella L. Scott 
dated May 20. 1975 of Order to Shov‘ Cause 


ПС мау м, A7 


Affidavit of service of Harry J. ‘horomos 

on May 21, 1975 of Order to Show Cause and 
affidavit of Daniel L. Carroll, by personal 

delivery upon Hannoch, Weisman, Stern & 

Besser, filed May 29, 1975. Lost 


Affidavit of service of Louis Brander 

dated May 20, 1975 of Order to Show Cause 

and affidavit of Daniel L. Carroll upon 

Robc-*t L. Vesco by mail at 170 Denville Road, 
Boonton Township, New Jersey, filed 

May 29, 1975. Lost 
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Хо. 75-7548 
‘ASE NO. 75 CIV. 2518 (CES) 
JUDGE: STEWART, C. E. 


First Supplemental Record. 


INDEX TO THE SUPPLEMENTAL 
RECORD ON APPEAL DOCUMENTS 
Certified extract of docket entries F 


Affidavit of Stella L. Scott of service by 

mail of Order to Show Cause and affidavit 
of Daniel L. Carroll upon Christy Frey à 
Christy, Dornbush Mensch Mandelstam & 
Schwartz, attorneys for defendants; 
Sullivan & Cromwell, attorneys for 

Marine Midland Bank; and Carter Ledyard & 


Milburn, attornevs for J. K. Schemmer, 
6125.3 ва... 00 1©07& 952 


Ву: /s/ James J. Shrager 
sa AA JAMES J. SHRAGER 
For the Firm 
) | 
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СА5Е ХО. 73 СІУ. 2518 (СЕ5) 
JUDGE: STEWART, С. E. 


NOTICE TO THE DOCKET CLERK 


( ) ORIGINAL RECORD 
(X)? SUPPLEMENTAL RECORD 


The record on appeal in the above-entitled proceeding 
has been certified and transmitted to the United States 
Court of Appeals for the Second Circuit this 9th day of 
December, 1975. 


HANNOCH, WEISMAN, 
STERN & BESSER 
Attorneys for 
Defendant-A ppellant 


бы Айал: Ж аана 


CIVIL Аспох—Озх APPEAL FROM THE UNITED STATES DISTRICT 
COURT FOR THE SOUTHERN Districr ОЕ New YORK 


Sat BELow: Hon. CHARLES E. Stewart, jR., 0.5.0.]. 


EXHIBITS 


ARUM, FRIEDMAN & KATZ, 
450 Park Avenue, 
New York, New York 10022 


and 


HANNOCH, WEISMAN, 
STERN & BESSER, 

744 Broad Street, 

Newark, New Jersey 07102 


Attorneys For Defendant-Appellant, 
James J. SHRAGER Vesco & Co., Ine. 
Susan I. LrrTMAN 


On the Brief 


N. J. Appellate Printing Co., Inc. Woodtridge, N. J. (201) 636-2030 


ы 


ШІ 


IN THE 


United States Court of Appeals 


For THE SECOND CIRCUIT 


Docker №. 75-7548 


INTERNATIONAL CONTROLS CORP., 
Plaintiff-Appellee, 
vs. 


ROBERT L. VESCO, et al., 
Defendants, 


and 


VESCO & CO., INC., 


Th. Dut y Fen ти: 


dated April 27, 1972 .......... 1138a-1140a 


Order dated March 18, 1971 in the 
Matter of International Controls 
Drew E oorr, 1141a-1144a 


Resignation letter dated February 7, 
1973 signed by Robert L. Уезсе . 1145a-1152a 


1973 Corporate Ta. Return of Vesco & 
о? Ж) EM HE СО ЖОМ" 1153a-1160a 


Unanimous consent of directors in lieu 
of the first meeting of the directors of 
Vesco & Co., Inc. dated 
July е о a aa 1161a-11€4a 


EXHIBITS 


Plaintiff s Exhibits 


P-1 


P-2 


P-3 


P-6 


р-7 


Schedule 13D of Vesco & Co., Inc. dated 


September 21, 1972 .......... 1114a-1119a 
Securities and Exchange Form 3, dated 

January 10, от КЕЗИИ ОИ 1120а-1122а 
Affidavit of Ralph М. Lowenbach, dated 

February 11, 1973 ............ 1123a-1127a 
Affidavit of Milton H. Stern, dated 

June 12, ат. 1128a-113la 


Securities and Exchange Form 4, 
dated August 10, 1972 ........ 1132a-1134a 


Securities and Exchange Form 4, 
dated January 10, 1973 ........ 1135a-1137a 


Securities and Exchange Form 4. 


February 15, 1973 signed by 
Robert L. Vesco ....... 2... 1182a-1183a 


P-17 Loan agreement dated February 15, 
1973 between Tridert Bank Limited 
and Robert L. Vesco ....... . 1184a-1190a 


Р-18 Hypothecation agreement dated 
February 15, 1973 ............ 1191a-1193a 


P-19 Option with respect to 2.500 shares of 
Vesco & Co., Inc. preferred stock 


signed by Rcbert },. Vesco .... 1194a-1195a 
| P-20 Letter dated July 21, 1972 from Robert 
| L. Vesco to ‘™erican National 

Bank & Trust Company ....... 1196a-1198a 


P-2la Copy of Vesco & Co., Inc.’s certificate 
Moo UTET RE EN . 1198a-1202a 


viii 


TABLE OF CONTENTS 


Р-13 Unanimous consent of directors in lieu 
of special meeting of the directors 
of Vesco & Co., Inc. dated 
December 29, 1972 .......... 1165a-1167a 


P-14 Minutes of special meeting of the direc- 
tors of Vesco & Co., Inc. on 
February 11, 1973 consisting of 
cT 1168a-1174a 


Р-14а Miı.ntes of special meeting of the direc- 

tors of Vesco & Co., Inc. on 

February 11, 1973 consisting of 

3 PEE ленне нз 1175a-1178a 
Р-15 Letter dated February 12, 1973 to 

Robert L. Vesco from 


Trident Bank Limited ........ 1179а-11#12 


Р-16 Note іп the amount of $1,000,000 dated 


P-21i Copy of Vesco & Co., Inc.s certificate 


Ж with aub 2.....;... 


ЗЕЕ 1223a-1226a 


P-21j Copy of Vesco & Co, Inc's certificate 


B10 with stub 


Быр 1227а-1230а 


P-21k Copy of Vesco & Co., Inc.'s certificate 
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PES 1231a-1234a 
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BS witty ........... 


P-21m Copy of stub for Vesco & Co., 


certificate B13 .......... 


P-21n Copy of stub of Vesco & Co., 


certificate B14 .... E 


P-2lo Copy of stub of Vesco & Co., 


certificate BI5 .......... 


UT 1235a-1238a 
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А А 1241a-1242a 


Inc.'s 


Lean 1243a-1244a 


P-21p Copy of stub of Vesco & Co., 
certificate B16 .......... 


Inc.'s 
M DM 1245a-1246a 


TABLE ОЕ CONTENTS 


Р-21Ь Сору of Vesco & Co., Inc.'s certificate 


B2 with stub 
B3 with stub . 


B4 with stub 


Р-21е Copy of stub for Vesco & Co., 
certificate B5 


P-21f Copy of stub for Vesco & Co., 
certificate B6 


P-21g Copy of stub for Vesco & Co., 
certificate B7 


P-21h Copy of stub for Vesco & Co., 
nai И: eio 


... 1203a-1206a 


P-21c Copy of Vesco & Co., Inc.'s certificate 


... 1207a-1210a 


P-21d Copy of Vesco & Co., Inc.’s certificate 


... l1211a-1214a 
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1215a-1216a 
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Robert Jeffers, Esq. 1ER 1275a-1282a 
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Lybrand, Ross Bros. & Montgomery to 
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Letter dated July 6, 1972 from Lybrand, 

Ross В, 05. & Montgomery to Commis- 

sioner of Internal Revenue ....... 1289a-1291a 
Letter dated April 26, 1972 from Internal 

Revenue Service to Ira Shapiro .... 1292а-1995а 


Letter dated July 21, 1972 from Internal 
Revenue Service to Ira Shapiro ... 1296a-1298a 


TABLE OF CONTENTS 


P-22a Сору of Vesco & Co., Inc.'s certificate 
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Р-22 Сору of Vesco & Co. Inc.'s certificate 
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Exhibit P-i 


OL tne occuricriecs схспапче ACL OL 1254 DY 


VESCO & CO., INC. 


With Respect to Common Stock of 


INTERNATIONAL CONTROLS CORP. 


As 
| (A i 


ЕТЕП) \ 
U. $ Lisl. COUT Ң 
ұға | 


JSUT 


— --” 


. — 
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SCHEDULE 13D 


à м 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 


Filed Pursuant tco Section 13(d) (1) 


p |. pow "ye ^ т FTN E 2 чта маза " ма а 


12, 1972; 


(e) No conviction in а criminal proceeding during 
rthe last 10 years. 


OFFICERS AND DIRECTORS 


(1) (a) Robert L. Vesco, Ргевій” 1t and Director, 200 
Fairfield Road, Fairfieid, New Jersey 07006; 


(b) Residence address: 170 Old Denville Róad, 
Boonton Township, New Jersey 07005; 


(c) Consultart to ICC; 


(d) Mr. Vesco was Chairman cf the Board of Directors 
and/or President and Chief Executive Officer of 
ТСС or its predecessors from July 1965 through 
September 19, 1972. On behalf of ICC, he also 
serves or has served as an officer and/or dirce- 
tor of several ICC subsidiaries and other com- 
panies. From 1962 to 1965, he was an indepen- 
Gent investment and management consultant; 


(e) No conviction in a criminal proceeding (exclud- 
ing traffic violations or similar misdemeanors) 
? during the last 10 ycars. 


Item 1. 


Item 2. 
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Security and Issuer. 


The securities to which this statement relates are 
the Common Stock of Intcrnational Controls Corp. ("1CC") 
200 Fairfield Road, Fairfield, New Jersey 07006. 


Identity and Background. 
PERSON FILING STATEMENT 


(a). Vesco & Co., Inc. ("VCI"), с/о Hannock, 


Stern & Besser, 744 Broad Street, Newark 
Jersey 07102; 


! 


(b), Not applicable; 


ү: 


Weisman, 
vi 


(c) & (d) VCI presently has no significant activity 
or assets other than its ownership of securities 
of ICC; it is authorized by its certificato of 


incorporation "to engage in any lawful 
activity for which corporations may be 
ized under the General Corporation Law 
Delaware." The corporation was formed 


act or 
organ- 
of 

on Julv 


Кб 1 —— M d 4709 9o 4244444 Vo 6 wes Ad сить EWAN, VEL мыо 


ville, New Jersey 07924; 
(c) 'Vice President of ICC; . 


(d) Mr. Clay has been a Vice President of ICC since 
September 1966. On behalf of ICC, he also 
serves cr has served as an officer and/or di- 
rector of several ICC subsidiaries and other 
companies. Previously, he was a partner in 
Edgar, Clay and Associates from August 1965 
to September 1966, and for more than three 
years prior thereto he was Director of Sales, 
Olin Mathieson Corp., Metals Division; 


(e) No conviction іп a criminal proceeding (excluc- 


ing traffic violations or similar misdciieanors) 
during the last 10 years. 


Item 3. Sources and Amount of Funds o) Other Compensat ton 


. The 370,088 shares of Common Stock of ICC were acquired 
by убт on July 21, 1972 in exchange for voting common, non- 
vot 'ng common and preferred stock of VCI. Of these shares 
350,088 shares were acquired from Robert L. Vesco and 5,0/5 
Shares from each of his four minor children, Daniel William, 
Anthony Donald, Dawn Lee and Robert Bruce Vesco. 


(2) 


(3) 


(b) 


(c) 
(а) 


(e) 


(a) 


ғыз 


1117а 


Shirley Е. Bailey, Secretary-Treasurer and 
Director, 200 Fairfield Road, Fairficld, 
New Jcr су 07006; 


Residence address:  41-1A Mt. Pleasant Vil- 
‚аде, Route 10, Morris Plains, New Jersey 
07950; 


Secretary of ICC, 


Mrs. Bailey has been Secretary of ICC sincc 
Dec т 7966 and from late 1965 to that 
‘date, e had been Secretary or Assistant 


Secreta”: of its predece:sor corporations; 

for more than thrce years prior thereto she 
was employed аз a secretary by various in- 

dustrial concerns; 


No conviction in a criminal proceeding (ex- 
cluding traffic violations or similar mis- 
demeanors) during the last 10 y 5. 


Richard E. Clay, Director, 200 ҒаігҒ 214 Road, 
Fairfield, New Jersey 07006; 


вфһеэ4лалаһл а ДД он а а о р a сағана бә іс. Chao а Ld a ee PS 


Item 7. Persons Retained, Employed or to be Compensated. 


Not applicable. 
t 


Item 8. Material to be Filed as Exhibits. 


Not applicable, 


1118а 
тест 4. Purpose of Transaction. 


Corporate ownership of a portion of the ICC shares 
held by the tranferors was deemed to be a more desirable 
business and administrative arrangement than direct ownership. 
In addition, receipt by Mr. Vesco of shares of both preferred 
and common stock of УСТ was deemed advantageous from ап es- 
tate planning and administration viewpoint. 


Item 5. Interest in Securities of the Issuer. 


УСТ owns a total of 370,380 shares of ТСС Ccmmon 
Stock. Robert 1. Vesco owns directly 57?,875'sho-es of ICC 
Common Stock, and Daniel William, Anthony Donald, Dawn Lee 
and Robert Bruce Vesco, his minor children, each own 6,522 
shares of ICC Common Stock, which are registered in the name 
of Robert L. Vesco, as custodian for each of them. 


Item 6. Contracts, Arrancements or Understandings with Resocct 
to Securities of the Issuer. 


None 


" 1119a 
SIGNATURES 


Y 
LI 

I certify thet to the best of my knowledge and 
belicf the information set forth in this statement is truc, 
complete and correct. . 


R. L. VESCO & CO. Г) INC. 


kobert L. Vesco; President 


OA A^ 


Dated: September 21, 1972 


Securities and Exchange Form 3, 
dated January 10, 1973. 


(1120а - 1122а) 
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Exhibit Р-2 


ESS ADCRESS OF REPORTING PERSON Р Д STATE OF 3. IF AM AMC NOMENT 


INCORPORATION GIVE DATE OF 
STATEMENT AMENDEO 


,, INC. 
————T— he; Florida 


1, WEISMAN, STERN & BESSE кез" н „шт 
* ms OR SS 6. RELATIONSHIP OF REPORT! 
IOENTIF YING МУМРЕЙ PERSON TO COMPANY 


OR REPORTING PERSON 


STRVET (Instruction 5) 
Beneficial owner 
N JERSEY 07102 10% of the Compar 
Taw coon) stock. 
TABLE I. Securities Beneficially Q 
Furnish the information required Бу {ће following table à 
beneficially owned directly or indirectly by the reporting person, incluc 
excluding puts, calls, options and other rights or obligations required t 
(See Instruction 6) 


3. AMOUNT OWNEO DIRECTLY 
OR INDIRECTLY 


Z(Instruction 10) 


2. Cusif NUMDER 


(FOR SEC 
USE ONLY! 


ITLE OF SECURITIES OWNED 
(Instruction 9) 


ee 


К (9.12 par value) 846,380 


4. МАМЕ ОР СОМРАМУ 


Р 4-40; 
NI. 1% A 


INTERNATIONAL CONTROLS CORP. 


DAYE OF EVENT @ССбш:й.С 
PILING OF THIS STATEVENT 


of more than 
y's common 


)wncd | er ы (| 


; to sccuritics of the company 
ing transfcrable warrants but 
о be reported in Table И. 


4. 


MATURE OF OCHEFICIAL CwNERZPIP 
(Instruction 11) 
ж —— 


® 12у өбусчэтҙ sersemaes өч ja (©) wen»og өз de as0 рэ 4 


$а11132$ уо 01452204. 0 [ti21]eueg 10 ]uaue]e]s [11101 
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INÇ 


NOISSINWOD 39N VI 
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f 


6tc0z “та LT . 


qua mem rmm prm mmm 


ees humo o ut 
Рр 


рерге oto ооу 


7. 


2.43 (оша) 


е TABLE M. Puts, Calls, Options an 


Fersish the information required by the following table as to all puts, calls, options 
сла ether rights er obligations (all hereinafter referred to as ^ options") pursuant to | 
ahizh the reporting person may buy or sell, or be required to bay or scil, securities 


TITLE OF SECURITIES z; 3. 
Е SiP 
SUBJECT TO OPTION n E NATURE OF OPTION НЕ! 
ы (FOR SEC (Instruction 12) 
(Instruction 9) USE ONLY) 


а -----ə---- 


—— س 


yplazation of items in tables: 


4 \ 
a January 10, 1973 1 
{ DATE OF STATEMENT | 


NOTE: If the space provided ia >***>r lable is insufficient, use a continuati 
ЖА lah Lees Emo tne In and enlimnse In which it relates. 


d Other Rights on Obligations x 
of tke company. However transferable warrants issued by the company which 

zive “` o right to buy other securities of the company are to be reported in Table 1. 

Options exempt under Rule 16a-6 need not be reported. (See Instruction 6) 


S-purcnase Оп SALE PRICE 6. 
OF SECURITIES SUBJECT DATE OF EXPIRATION 
TO OPTION OF OPTION 

(Instruction 13) . 


4. 
AMOUNT OF SECURITIES 
SUBJECT TO OPTION 


(Instruction 10) 


po 
BREL 
тее 


— 


05 3006 


@U.S. Gowernmont Printing Office: 1972 — 427-606 


JESCO & CO., INC. 


^\ 


1 47% А | 

м” 

зу Date coe (оос "; 
| SIGNATURE OF REPORTING PERSON 


Patricia J. Vesca, President 


on , 
ivt ' Page 2 


(1123а - 1127а) 


1123a 


Exhibit P-3 


Affidavit of Ralph M. Lowenbach, 
dated February 11, 1973. 


1. Гапа member of the firm of Hannoch, Weisman, 
Stern & Besser, Newark, New Jersey.. My firm hes rendered 
estate planning and tax advisory vervices to Robert L. Vesco 
and has serveG as counsel for Vesco & Co., Inc., а Delaware 


corpo~a,ion. 


2. I am advisec th.. Mr. Laurence Richardson, in 
an affidavit sutiritted to this Court, has stated that 
Mr. Vesco "is taking steps to depart permanently from this 
Ccart's jurisdiction, which would deprive ICC of any rocov-- 
from Vises)" and Ап support thereof, Mr. Richardson has ei! 
the fact that Mr. Vesoo has transferred a substantial pert tou 


of hia stock in International Controls-Corporation ("ICC") 


to Vesco & Co., Inc. This claim completely misrepresents the 


purpose and the effect of Mr. Vesco's transactions with 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


— -- t eee کے‎ өз өше کے‎ еле کے کے‎ өше өле «ке өк CD «к» ээ «ке кә сос» со о ео срео со сю ею ею مہ مہ‎ - — 


Plaintiff, 
-against- j 
ROBERT L. VESCO, et al., 


‚ Defendants. 


STATE OF NEW YORK ) 
3 Н 85.: 
COUNTY OF NEW YORK ) 


72 Civ. 5001 (CES) 


RALPH M. LOWVENBACE, being duly sworn, states: 


told, kr. Vesco received $2,513,000 іп p.^ value prefered 
stock, or an average of slightly more then $3.00 a share in 


preferred stock for his ICC stock. 
ы 
4. 


~ 


4, The purpose and effect of the transfer of 
‚Мг. Vesco's stock to Vesco & Co., Inc. was to put an upper 
limit an tne value of Mr. Vesco's ТСС holdings, for estate 
tax purposes, at the par value of the preferred svock Ж ЧА en 
the appraised fair market value of ICC stock at the date of 
the exchanges), thus permitting substantially any future 
lene hata is. dd such stock to inure to the benefit of the 
non-voting common shareholders -- Мг. Vesco's children. It is 
equally obvious, however, that upon a deciine in the price of 
ICC stock, as has —— in recent months, all equity in 


the company would shift to the preferred shareholder, namely 


Mr. Vesco. 


1125а 
3. Vesco & Co., Inc. was formed in 1972 to implement 


an estate planning technique which had been formulated as 
early as 1968 by my firm, with Lybrand, Ross Bros. & 5. 
Mont gomer . Following certe п tax rulings, received April 26, 
1972 and July 21, 1972, Mr. Vesco between July 21, 1972 and 
year-end, exchanged 800,000 shares of ICC common stock owned 
by him for a majority of the voting common stock, and all of 
the preferred stock, of Vesco & Co., Inc. In addition, 46,380 
shares of тсс cómmon stock held by Мг. Ves^o as custodian Гог 
his minor children under the New Jersey Unifoim Gifts to 
Minors Act was exchanged tor a minority of the voting common 
stock and all of the non-voting stock of Vesco & Co., Inc. 

The par value preferred stock is ued to Mr. Vesco was 
commensurate with the fair market value of the ICC stock ex- 


changed tnerefor, as appraised by an investment .ankcr. А11 Yt 


Swo-nm to before me this 


ЕТЕ „ы EL 


JAC О. NST — 


перу Poste, Sir's 4 Изм Уо 
No. Е а 
“reali IR on , симу 
eR теа . е 1973 


ka 
| day of February, 1973. 


KA 


Grn rv. 
1 
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5. Contrary to Mr. Richardson's suggestion, the T 
transac ‘оп is not an improper transfer of Mr. Vesco's assets, 
Since he -сеіуей shares of Vesco & Co., Inc. equal in par and 
Liquidation value to the appraised value of the shares of ICC 
transferred by him. Indeed, ѕіпсе: {һе price of ICC stock has 
declined in recent months, his position has improved to tne- 


extent of the ICC sl. гез contributed by the children 
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Exhibit Р-4 


Affidavit of Milton H. Stern, 
dated June 12, 1973. 


> qe ww Чу ————— —— wn ЧЕРТ — 


Stern & Besser, Esqs., Newark, New Jersey. Our firm has served 
as counsel for Vesco & Company, Inc., a Delaware corporation. 

| di 2. Vesco & Company, Inc. was formed on July за. ата 
to implement an estate planning technique which ha d been formula 
as early as 1268 by my firm along with Lybrand Ross Brothers & 
Montgomery, Accountants. Following certain tax rulings received 
April 26, 1972 and July 21, 1972, Mr. Vesco, between July 21, 197? 


i 
and year end, exchanged 800, 000 shares of ICC Common Stock owned 
by him for, in part, $2,513,000. 00 in par value preferred stock 


—— ко. “ЧАИ 


of Vesco & Company, Inc. The par value preferred stock issucd к 
Mr. Vesco was commensurate with the fair market value of Che IU | 
i stock exchanged therefor appraised by an investment banker. — "Th. і 
a purpose and effect of the transfer of Mr. Vesco's stock to | 
Vesco & Company, Inc. was to put an upper limit on the value of | 


| ис. Vesco's ICC holdings for cstate tax purposes at the pur value 
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UNITED STATES DISTRICT COUNT 
SOUTHERN DISTRICT OF NEW YORK 


с а оосо کی‎ оо ن‎ оо وی‎ о оо о е о оо о د و ونو‎ р ت د می‎ о 00 
- 


INTERNATIONAL CONTROLS COA2?., 


Index 2 
Plaintiff, : 73 Civ. 2519 
-against- : AFFIDAVIT Il! SUPPORT 
TO DISMISS COMPLAINT 
ROBERT L. VESCO, ct. al, : m. OF JURISDICTIO, 
Defendants. Н 


5 ص — —  — ке «е -- е — е се‏ سے ее «ке е ее е  — «е ез ее «ее «е «е‏ کے سے سے 


STATE ОҒ НЕМ JERSEY) 
„55: 
COUNTY OF ESSEX ) 


MILTON H. STERN, of full age, being duly sworn, states: 


ETC. 


(CES) 


Р MOTIC: 


FOR LACK 


n ғ ала a mamher ^f the firm of Hannoch, Weisman, 


| 


| Vesco, with one-fourth of said shares being held for each child. 
Similarly, Patricia J. Vesco as Custcdian for each of the 
| above-named children owns 20,000 -shares of Class B Non-Vot/ng 


Common Stock with one-fourth the said amount for each child. 


| 
! 
} 
! 
| 
| 
4. It is not now nor has it ever been licensed 
or authorized to do business in the State of New York; it 

| 
does not now nor has it ever done business in the State of | 
New York; and it does not have nor has it ever had any offices | 
in the State of New York. | 


5. Upon information and bolicf, Vesco & Company, Тис. 


| Was sarved in this matter only by service upon the registered 


agent of the corporition in Delaware. Although plaintiff's 


1130а 
of the preferred stock (i.e. the appraised fair market Valu? of 


| ICC stock at the date of the exchange), thus permitting eny 
! Ри VA | 
[| future appreciation of such stock to inure to the bencfit o; the 


non-voting common sharcholders. 
Жа 3. Thus, the basic acti of Vcsco & Company, Inc. 


consists of its ownership of the stocx in ICC. As of the date 


are as follows: Robert Г. Vesco owns 2,513 shares of the 
$1,000.00 par value preferred stock; the 48 shares of Class A 
Voting Common Stoc. are owned by Patricia J. Vesco as Custodian 


for Daniel Vesco, Anthony D. Vesco, Daun L. Vesco, and Robert В. 


hereof, the record hcldings of the stock of Vesco & Company, Inc. 


NOTARY PUBLIC OF М, 2, 
My Commission ріне» Nov, 18, 1774 


dn rt m Мед” je 


1131а 
attorneys knew that we were conusel to Vesco & Сорос 


received no notice whatsoever of слу applicction 


restraining ordcr. 


è ғ. 


ЕУ 
T V ' 
j L Wa. %7 ‘ei 


------- 


Sworn end Subscribed to 
before me this 12th day 


of June, 1973. 
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Exhibit P-5 


Securities and Exchange Form 4, 
dated ?ugust 10, 1972. 
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1. NAME ANO OUSINESS ADORESS O7 REPORTING PEPSON 2. STATE OF 
INCORPORATION 


` 


| М/А 


——— "ыт Жена = 
ast [IT T3] ТЕТІН 
209 Fairfield Коаа 
2, Ins ОЛ 35 i 


IDENTIFYING NUM^ER 


Fairfield Now Jersey 07006 ОР REPORTING PERSON 


— | 386 ^ 32 79035 


{tir Coogi 


TABLE I. Sccuritics Bought, S« 

Furnish the information required by the following table às to securities of 
company bought or sold о: otherwise acquired or disposed of by the reporting рег 
during the month for which this stutement is filed (Sec Instruction 5) and as to sec 


1, (2. 3, 4. 5. 
| сой” NUMBER | ОАТЕ OF AMOUNT оғ | NATURE 
= 5 TRANSACTION | secunities | оғ secu 
TITLE OF SECURITIES FOR SEC ACQUIRED OF) on Dispo 


USE ONLY 


015РО5СО OF 
(Instr, 10) 


(Instr. 8) 9) 


(insti. 


e Section УС) al the Incesiment Compony Ас! of 1940 


Common Stock 


V olf the Secoritios Lochinae Act of 1514, Section 17(э) of the 


anges in Beneficial Ownership of Securities 


Common Stock 
($.10 par value 


(20,292 
shares 


ba Шу Molding Сезгелү Act of 1915, 


Filed porsvort ta бесте Vl (o 


Common Stock 7/21/72 370,380 Ind 
($.10 par value shares 


t 
i 


FOR: 


--.-- -------------------------------------- 


3. IF AN ^ MENDMENT 4. NAME OF COMPANY 
GIVE САТЕ OF 


STATEMCNT AMENDED 


INTERNATIONAL CONTROLS CORP. 


8. 


RELATIONS «IOS OF p" 
REPORTING PERSSON C" 
то CAMPY 
Chairman of th 3 
Directors (Caio?! Exce 


conn “ae | рнк -ағ “Wis pificer]ané benefice} 


) А s of the Company's coro 
ld or Otherwise Acquired ог Disposed of stock. | 

the ties of the company beneficially owned, directly or indirectly, at the end of the rest, 
son Помсуст, transactions involving the acquisition or Cisposition of puts, calis, opi or 


tt 


uri- other rights or obligations to buy or sell securities of the company skail Le reported м Таги 


* STATEMENT FOR 


y ОАТ F LAST 
CALENDAR MONTH OF S ӨР tas 


PREVIOUS STATEMENT 


6. 7. 8. 9. 
OF OWNERSHIP CHARACTER OF PURCHASE OF avout бо КАТЫХЕ OF tos, 9% 
RITIES ACQUIRE TRANSACTION SALE PRICE AT а о” OF 25675 Сала 
SEO о” REPORTED PER SHARE OR MONTH AT (nù OF ws» 
O'MCL^ UNIT 

(Instr. 11) (Instr. 12) (Instr. 9) (Instr, 30) ‘Irate. Ш) 

Private 578,875 
rect. | Sale 
irect | Private N/A 26,088 * 

Sale shares 

irect Private 370,380 ** Indirect 


Purchase shares 


TUE ee re oe nen о - — 


T л а фе .,..‏ کوک а‏ بالا مق а е о‏ میب э 24024 она нана о‏ ان ь‏ نھ ص е ъа ндн Ы‏ ب ع شد ا 
ewe de ©‏ 


TABLE И. Puts, Calls, Opt 


{з for which tuis statement is filed the reporting person acquir 
ti, Option ur Other right or obligation (all hercinafter referred 

: 11, or be required to buy or sell, securities of the company, ft 
iurratioa required by the foilowing table. (See Instruction 5) However, the acq 


Ф, 3, 


CUSIP NUMBER à 
TITLE OF SECURITIES a ب‎ 28 ас 
SUBJECT TO OPTION FOR SEC " м 
i USE ONLY 
(Instr. 8) (Instr. 9) (Instr. 


1134a 


Exp!cration of items in the tables: 
* Held as custodian for minor children 


** Hold by Vesco & Со., Inc. in which the undersi 


NOTE: The transaction reperted in this statement is 
undersigned and his minor children to a corpo: 
is not to be deemed an admission that the und 
except as to the 578,875 shares of Common Stoc 


.Nugust 10, 1972 . > 
' DATE OF STATEMENT Rok 


NOTE: If the space provided in either lable is insufficient, use а continuatirn 
' . 97% ?Ф ..Ж „„ .... d öst? one f : 


-— ó 


ions and Other Rights or Obligations 


cd or tion or disposition of transferable warrants issued Ly the compazy which pive the tips: to 
to as buy sccurities of the company are to be reported in Table 1. Options excz.pted by Rule 
tnish — 16a-6 песа not be reported. 

uisi- 


5. 6. 7. 


CHARACTER OF PURCHASE ON 


: AMOUNT OF SECURITIE САТЕ OF 
iam 400667 Ко TRANSACTION, IF ANY, |. SALE PRICE OF EXPIRATION 
REPORTED SECURITIES SUB- OF OPTION 


JECT TO OPTION 


(Instr. 10) (Instr. 12) (Instr. 13) 


*'U.S.Government Printing Office: 1972 — 457-606 25 5612 


.gned and his minor childrer hold all of the stock. 


a transfer of common stock of the Company owned ру the 
ration entirely owned by them. The filing of this statement 
rsigned owns any of the shares included in the statement, 
'k owned directly by him. 


z 


ДАШ “=? г. 


к. —— —————— — —- 
ert L. Vesco SIGNATURE OF REPORTING PERSON 


Dna, 9 


1135а 


Exhibit P-6 


Securities and Exchange Form 4, 
dated January 10, 1973. 
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Кір of Securiti 


9251, Section 120) of the 
af the Investment Company Act of 1940 


( 
an 


in 32121151218 


^ 
M 


С`лапаг$ 


Gertsen Ielu) of the Securities Cachons 


-— 


e Ac o 


Filed pursue! to 
Public 2-і» Heldina Сетот Act of 1925, ve Section 


264%) 


1, мм. alu 14714055 AUONTSS OF RCPHORTINQ Fi: SON 


VESCO ROBERT L. 


ast Finst MILOLE 


c/o HANNOCH, WEISMAN, STERN & BESSElrs 


744 BROAD STREET 


NEWARK, NEW JERSEY 07102 386- 32 - 9035| December 1972 August 10 1972 | Directors and benefi- 
79 ~ MONTH TNT жый “pay vrar | cial owner cf rore then 


Furnish the information required by the following table as to securities of the ties of the company beneficially owned, directly or indirectly, ot the eng .. the tonta. 
company bought or sold or otherwise acquircd or disposed of by the reporting person However, transactions involving the acquisition or disposition of puts, calls, options c: 
during the menth for which this statement is filed (See instruction 5) and as to securi- other rights or obligations to buy or sell securities of the company shall be reported in Tabie И. 


TITLE OF SECURITICS 
(Instr. 8) 


Common Stock 


($.10 par value) 


Common Stock 
($.10 par value) 


Common Stock 


($.10 par value) 


4. 


E STATE Of 
CORPORATION 


. IF AN AMCNOMENT 
GIVE DATE OF 
STATCMZHT AMENDED 


NAME ОТ COMPANY 


Florida «ѓи а 
INTERNATIONAL CONTROLS CORP. 


N/A _ 


MONTH pat Year 


8. 


ins on $$ 
IDENTIFYING NUMOER 
OF REPORTING PERSON 


* STATEMENT FOR 
CALENDAR MONTH OF 


RELATIONSHIPS OF 
REPORTING PENSO 
TO COMPANY (Instr. 4; 


Member of the Board с? 


' DATE OF LAST 
PREVIOUS STATEMENT 


iUt of tnc COMpsny S 


TABLE 1. Sccurities Bought, Sold or Otherwise Acquircd or Disposcd of common stock. Lj 


3 4. 


AMOUNT OF 
SECURITIES 


5. 


NATURE OF OWNERSHIP 
OF SECURITICS ACQUIRE 


6. 7. 8. 9. 


PUNCHASE OR AMOUNT OwNEO НАТЫЛЕ CF Сл": Ch ғ 
SALE РН: СЁ АТ СНО OF OF SLCURITICS 35,22 


. 
DATE OF 
TRANSACTION 


CUSIP NUMOCR 


FOR SEC 


CHARACTER OF 
TRANSACTION 


ME ACQUIRED OR] on OISPOSEO OF ПЕРОПТЕС РЕЙ SHARE ON MONTH АТ ENO OF MANTA 
USI ONLY DISPOSED OF OTHER UNIT 
(Instr. 9) (luster. (Instr, 11) (Instr. 12) (Instr, 12) (Instr, 10) (Int, 11) 
| 
Private 128,963 | 
shares) Direct Sale No cash | shares | Direct | 
| 
|) 
t 
| 
ndirec 
12/29/72| (26,088*| (custodian Private | 
for minor Sale No cash 0 shares Indirect 
: ren Ж 
| 
| 
12/29/72| 466,000 : Private 846,380** | 
Indirect Purchase No cash Indirect | 


о А I—Ó—Ó——— -‏ -- ------- س 


! 
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РМ 4 (Cortinued) 
TABLE II. Puts, Calls, Options and Other Rights or Obligations "Ta А > 
Ж 
tion or disposition of transferable warrants issued by the company which give the right to . E 
buy sccurities of the company are to be reported in Table 1. Options exempted by Rule 
16a-6 nced not be reported. 


нар the month for which this statement is filed the reporting person acquired or 
Def osy rat, coll, option or other right or obligation (all herciaafter referred to as 
tens”) to Lay or sell, or be required to buy or sell, securitics of the company, furnish 


‚установ required by the following table. (Sce Instruction 5) However, the acquisi- i 
a 
2. 3. 5. 6. 7. | 

T PURCHASE OR к 

CUSIP мимося А ! CHARACTER OF ^ у DATE OF 
TITLE OF SCCURITIES ei ct ER €—TM ре | ee nt oe I MN, алал анат, EXPIRATION ! 

4222 РТ ] PORT 5 $ SUO- 

494сСсТ TO OPTION FOR SEC REPORTED JECT TO OPTION OF OPTION t 
USE ONLY ; | 
(Instr. 8) (Instr. 9 ) ( Instr. 15 (Instr. 10) ( Instr. 12) ( Instr. 13) | 


O 


О а NS { 
| 

Y 

tj 
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еч . i 
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. ‚ Р " *U.S.Government Printing Otfice: 1972 — 457.506 us 451: £^ í 
Explanation of items in the tables: A. $ 
— 1j 

* Held as custodian for minor children қ 

** Held Бу Vesco & Co., Inc. in which the undersigned and his wife as custodian for his minor children hold if 
all of the stock. | ; : 

t 

NOTE: The transactior reported in this statement is а transfer of common stock of the Company owned by the 0 
undersigned and his minor children to a corporation entirely owned by the undersigned and his wife as T 
custodian for his minor children in exchange for stock of the latter Corporation. The filing of this 4 
statement is not to be deemed an admission that the undersigned owns any of tho shares included in the " 
statement, except ас to the 128,963 shares of Common SER. суроб directly by him. к. 
January 10, 1977 4 е? (eure × ن ت و‎ РЕН 1 

^ DATE OF STATEML КТ Robert L. Vesco SIGNATURE OF REPORTING PENSON T 

$ 

і 

ems ол enn тете in either lable is insufficient, use a continuation .. 3 | 
Ган” 2 ` 


| Е (002 ЭЕ E os 257 


by ^u9dae ) Cep hy term) уч 
(Jpg) wer 22$ ei елімі реи 


Bret НЕО] 


HON (Gs V. SALLRINDS 


= 143ча] 


111230a 


1138a 


e6tTI 


GGl ge ody дыс) 4Ч3ш1%85ь] exp pw iE rS о Cual NT 


, 


ог. 


ОСА вәңізезз6 oyi үө | 


„ә at 


521)111225 JO devcronag [219] 3138 uir segu 
; X die : 


ous e NOISSIKEOD FANNY 


< 
O 
fy 
Ф сч | 
nr с 
г- по bs 
! Grier 
м & d 
о ~ 
4 xU 
"Pinus 
| 
4 Gel t 
Я бн. 
м L 
m r 
"T 
Ф 
A; 
لډ‎ Ф 
ч 4 
N G 
3 0 
о 
Ф 
u 


д. STATE ОР 4. МАМЕ ОР СОМРАМУ 


INCORPORATION 


NAME ANO SUSINESS АОСКЕ$$ OF REPORTING РЕГЗОМ IF AN AMENDMENT 
GIVE DATE OF 


STATEMENT AMENDED 


-- = 


РЕ ee: ЗАНОСА COPIE 


457 Finst “од 


Fairfield General Corporation МА\ ~ 1 121/2 


New cersey 


200 Fairfield Road 
airfield, New Jersey 07006 


5. IRS OR 53 
IDENTIFYING NUMER 
OF REPORTING PERSON 


STATEMENT FOR 


° RELATIONS4IPS OF P 
CALENDAR моъ TH OF 


REPORTING PERSON 


' DATE OF Last 
PREVIOUS STATEMENT 


TO COMPANY (Instr. 4) 


March... 1972. 


MONTH YEAR 


26... 


MONTH DAY year 


386 - 32 - 903 Director 


{zir coot) 


11 
t 
أ‎ 
f 
TABLE I. Securities Bought, Sold or Otherwise Acquired or Disposed of | | 
Furnish the information required by the following table as to securities of the ties of the company beneficially owned, directly or indirectly, at the end of the поз: 
ompany bought or sold or otherwise ссаштс or disposed of by the reporting person llowever, transactions involving the acquisition or disposition of puts, calis, options or 
uring the month for which this statement is filed (See Instruction 5) and as to securi- — other rights or obligations to buy or sell securities of the company shali be reported in Table 11. | 
b 
| 
| 


4. 5. 


AMOUNT OF NATURE OF OWNERSHIP 
SECURITIES | OF SECURITIES ACQUIRED 
ACQUIRED Of] on DISPOSED OF 


Une. W) 


7. 


PURCHASE OR 
$ALC PRICE 
PER SHARE OR 
OTHER UNIT 
(Instr. 13) 


8. 9. 


. 
CUSIP NUMDER 


FOR SEC 
USE ЧҮ 


ОАТЕ ОР 
TRANSACTION 


AMOUNT OwNEO 
АТ СН OF 
MONTH 


(Instr. №) 


MATUSE CF бага; ғ 
OF SECURITIES Canes 
АТ E92 OF VENTH 


(ме. 11) 


СНАПАСТЕЯ ОР 
TRANSACTION 
REPORTED 


(Instr. 12) 


TITLE OF SECURITIES 


(Instr. 8) (Instr. 9) (Instr. 11) 


ymmon Stock, no 
par value 


Indirect 
(Custodian f 


Indirect  ! 
i (Custodian for 


ymmmon Stock, no r 


*U.S.Government Printing Office: 1972 — 457-606 
niznation of items in the tables: * Table I, Columns 6 and 7 
Д.Е... ЖЖ ЖУЛ 


1 March 9, 1972, Mr. Vesco transferred (in equal amount) 72,000 of the 92,896 shares of Fairfield General 


him to separate irrevocable trusts which he and his wife created for their 
zur minor children, Daniel William Уезсо, Anthony Donald Vesco, Dawn Lee Vesco and Robert Bruce’ Vesco. 


)rporation Common Stock owned b 


° Table I, Column 8 


ing of this statement is not to be deemed an admission that the undersigned owns any of the forogoing exce 
1,896 shares of common stock. 


жон „ч IT 2572 
YATE OF STATEMENT SIGNATURE OF REPORTING PERSON 


: Uf the space provided in either lable is insufficient, изе a continuation 
„асе which identifies the table and column to which it relates 


TABLE . i. 


Se meats for which this stuiement is filed the reporting person acquired or 

we Of unt ри, Cn], option or other right or obligation (al! hereinafter referred to as 
7) to Luy or vell, or Le required to buy or sell, -securities of the company, furnish 

{ ition required by the following table. (Sce Instruction 5) However, the acquisi- 

on 

2: 3. 


CUSIP NUMOER 
FOR SEC 
USE ONLY 
(Instr. 8) (Instr. 9) 


--- 


ОАТЕ OF 
TRANSACTION 


NATURE OF 
OPTION 


TITLE OF SFCURITICS 
SUBJECT TC OPTION 


( Instr. 15 
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Puts, Calls, Options and Other Rights or Obligations 


tion or disposition of transferable warrants issued by the company which give the righ 
buy securities of the company are to be reported in Table 1. Options exempted by R 
16a-G necd not be reported. 


5. 6. 7. 8, 
PURCHASE OR 
т ғ " 
AMOUNT OF SECURITIES | CHARACTER О SALE РАНЕ О? CATE OF 
TRANSACTION, IF ANY, EXPIRATIC 
SUBJECT TO OPTION REPORTED SECURITIES SUG- OF OPTION 
JECT TO OPTION 
(Instr. 10) (Instr. 12) (Instr. 13) 
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Exhibit P-8 


Order cated March 18, 1971 In the Matter of 
International Controls Corp., et als. 


(1141а - 1144a) 
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- The Comzicsion's public official files disclose that: 


А. International Controls Corp. ("ICC"), а Florida € 
with principi: 2:271сс5 at 200 Fairfield ко22, Fairfield, New scy, 
has filed a registration вігіс-еле on Forz 5-1 on Ostober еф 1920 
(File Ко. 2-375$3).  Amendzents Kos. 1 end 2 were filed Decerder 30, 
1970 and March 5, 1971 respectively. Ол March 8, 1971, ICC amended 
this registration statement to celete the azendment filed езіле to 
kuje 473 under the Securities Act of 1933 “сісуіге the eficctive cate | 

of cuchctatecent. In addition, 1СС had filed en December 31, ISLS, a repis- | 
tration statexert on Form 5-1 (No. 2-35957), which ICC ameniec on hev ‚1975. 
. В. Fairfield /víation Corporation ("Fairficld"), а New MN. 
corporation and wholly-owned subsidiary of ICC, filed а Fcgistrztion 
. Statament on Fora 5-1 Dece=ber 29, 1970. 
i с. “ісе lmvestrents, 1429168 ("IIL") is а Bahamian corporation 
organized іп 1970, and а vholly-ovncd cubsidiary of ICC. 


1252 . . р, Robert ^W Vesco ("Verco") is Chairman of the Board: of 1CC 7 
k and 1.0.8., Ltd. and President of laivficld and 11L, 

° FR, 34.0.5.; 144, ("102"), wae vepistered vith the Co 
а broker-dvoler from 1960 until June 5,.16607 when, іп accor’ oc with 
an ©{{ст of Sertleacat, and ty Oder (мес May 23, 1967, CS. ou: it hes 
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ORDER DIPLCTIUS ` 
EXANIMTICN AND PRIV 
INVES 73 C. 110: . д; ) Be Д 


. “TING OFFICERS 10 TIE TESTINONY 


à 


і . % ер z WE DUGE SCSUESLSEUSQ ыы5ыы ть» р We 556560056 266 6 tow ww 4 Wee www ww 
i Ee . state esterial facts necessary to rake the -statencnts made, not wislcad- 
ing concerning, among other things: 
“4. E `1, the terns and conditions of transactions агі cpr.cncnts 
Ee. 2 "C between ICC, Vesco, ICS, Eutlcrs Ponk, Limited ("Lutlers"), 
» . kr? Investment Properties International, Ltd., King Resources 
Co., JIL, Fairfield, Bernard Cornicld ("Cornicld"), Hale 
kr T Brothers, Associates, Inc.; E 
Ж қ А Б Ў . 2. the terms and circumstances of a proposed plan by ICC and 
| gi .  Wesco to organize a Ао to acquire 105 and affiliated 
E ч ; „^а entíties; e. > n 
| й 25 ‘he financial condition of IOS and its affiliated cc zpanics; 
. Н ote . e^ 1% e 
i А 26. the domination and control of Vesco over the affairs of 
| . РА kj 10S and its affiliated cntitics; 
Ч : 2 S. thc terms and conditions of the sale of ICS securities by 
| 55 Cornfeld and the present beneficial ownership cf such 
i ` 6 &ccuritícs; - 
( к . ‘ 6. the cffcct сб an order iscucd by the Corotesien on May 73, 
- 3 1967 in the matter of 165, Ltd., et al. on ICC and its 
\ ^ principal officers; and 


. 
7. the facts and circurstances surrounding, intucenents made 
to persons and investecnt {11:5 in connection with the 


inthe U. S. or with 0. $. nationals ebroad, 
Corporation спраре@ in various financial, real estate, banking, and 
кссогісісс businesses outside the ы s. 


°° which tends to chow that: 


E 


ASD 35 #21:5 i15. 
АТ YISA TEU: 


0:5. 


-- - 
124 4 


105 ic now а Canadian 


Mesbers of ite otaff have reported information to the Cozsíssíon 


А. ICC, 105, Vesco, and others have been and are offering to cell 


and selling to senbers of the public securities 
ho registration ctatewent ison file vith the Cosmiss 


with respect to which 


ion or ín cífcct, 


B. "In connection with the securities described ín Paragraph A 
Above and in connection with а repictration stctement and proposed 
prospectus for-the offer and sale of certain securities of ICC; 


ICC ard others have included іп staterents in cuch registration claturent 


S, 


end sade to investors, scllers and prospective purchasers and sellers 


. P до ЗУ мү CC pum oe аа uu Á————————w u— eee Ә 


Таһа and 


pv 8 


tad ол 


. and hercby e 


| ^ ORDERS, pursuant to the provisions of Sections 8(с) end 20(2) of 
the Securities Act of 1933 and Section 21(a) of the Securities xchange Act of 
1934, that on exaninetion and private investigation be made to écterzíne whethe 
Р . the aforesaid person or any other рсгғолв have crz;-pcd or are alcut to 
> engage in any cf the reported acts or practices or in any acts or procticcs 
of sinilar purport or object; and 
IT 1S FURTHER ONDER TD, pursuant to the provisicns of Section 19(b) 
of the Sccurítics Act of 13 and Scctíon 21(5b) of the Securities { 
Exchange Act of 1934, that for the purposes of such investicaticn and схатіпас! 
Stanley Sporkin, Leonard И. Rossen, Alfred E, T. Rusch, Sacucl И. Feder, 
- ‘Steven ll, Kerkowitz, Thomson von Stein and Robert Laprsce, and cach 
of thea, is herob, designated an officer of this Commission and cxpowered 
| to adzinister oaths and affirzaticns, subpocna witncsses, cozpełl their 
attendance, take evidence and: require tho procection of any bools, papers, 
4 correspondence, memoranda or ether records deemed relevant and material 
to the inquiry, and to perfore all other Cutics in connection therevith 
as prescribed by law. 


_ By the Comrission. i Қ, "74 
: ux e а › 
А 2 р 1 wee! A^ 4 - AC "ALTA 
т, е , = 


Rosalic Г. Sehneider 
Recording Sceretary 
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— ——— .- 


——— Aa «-. е —— — EES — n —— € 


^ 


-- 
~ 


Е: pe 
81227122 ыы 7% 


9 id ee Cad i ы a LI А | . .. 3 
ГООО УЫ ЭЕ о и Ma 0.201 751.0) Дісетіол ч 
p Rt 15212 14.2 WIS 10 YOU c ° 


j "UA — Pa LX. > $o ‘ 
/ ` i. e; AT YOUR IEZCEST YOR урша 02:7, 


= ыбы f e ipte? E 6” viz oe 


- . . 
"o s t е . . . 
. serors ^-^ it o „р 


LE 
. 
. 


ettollicimert of ‘an entity to take over control of 10S 
ang its related cntitics. * f p us 


^ des С. ICC, 102, Vesco, Viale, IIL end other persons may be in viola- 
tion of the Comsission Order dated May 23, 1967 in the matter of 105, 


144. , ct al, е e 


"рф, Vesco, ICC, 105, and others ray bc спрогед іп acts ond practices 
involving allocation of brokerage business of publicly held investrent 
с companics for the personal benefit of Vesco and the management of such 
"c fends, and ín councetion therevith,ro ёігсіосоге has been made of such 
. activitics to the invests.cnt companics ín questiyn эг other tharcholders. 
Е. While engaged ín'thc above activities, zuch persons, directly 
anê indírcotly, mode use of the mails and means and instrusents of 
transportation and comnunicetion in interstate cercerce and of the means 
‘and instrumcntalitics of interstate соглютсе. 


‚ Th: Corzirtion, having considered the staff report and deczing 
e cuch acts and practices, if troc, to bc in possib’e violaticn of Section 5 
of the Securities Act of 1933, Section 10(b) of ihe Securitics Exchange 


Act of 1934 and Rule 100-5 thereunder, finds it necessary 22 appropriate 


1145а 


Exhibit Р-9 


Resignation letter dated February 7, 1973 
signed by Robert L. Vesco. 


(1145a - 11522 


Richardson, was willing to resign. Since Mr. Kichardson 

now seeks to impugn mv intention to disaffiliate myself " 
from ICC, I have concluded that the best interests of the A 
poration and the shareholders require that I resign effective 


immediately. This letter will serve as my resignation. 


Mr. Richardson's allegations that I am seeking, to 
control ТСС are untrue, and are belied by пу efforts to divest 
^ myself of all my interest in ICC. I returned to the Board in 
October 1972 with Richardson's concurrence only because of 
the considerations raised by corporate counsel with regard to 


the contemplated action by the SEC. Му objective has been to 


sever all connections with ICC as soon as nossible, and not 


to attempt to direct the corporation's affalrs. 


February 7, 1973 


Board of Directors 
International Controls Corp. 
200 Fairfield Road 
Fairfield, New Jersey 


Gentlemen: 


At the meeting of the Board of Directors on January 23, 
1973, I declared my intention to resign as a director prior to 
the commencement of the trial in the SEC action on March 5, 
1973. At the meetirz of the Beard on February 5, 1973, I 
announced that I was considering resigning immediately, regardless 


of whether any of the other director-defendants, including Mr. 


officers and а new treasurer. Mr. Mailman suprested that 211 


directors named in the SEC action, including Mr. Richardson, 


resign from the Board, so that the company's affairs could 
be governed by a Board not involved in the SEC charges. 
Mr. Richardson and his attorney were vresent and voiced no 
opnosition to the Board's continued consideration to the 

Mailman-Sticco transaction. Indeed, Mr. Richardson stated 
that he would call Пг. Mailman the next day to obtain a complete 


list of his director nominees and their resumes. The 


Board also asked the Audit Committee ang Executive: Commit. 
to mike recommendat tons wht dy respect £6 Che mattes TIENE | 
to ме, and the corporat ions posture in Ehe оси ht no 


time did Lir. Richardson or his counsel su;rest апу dis: 


| 


м ھی ہے ی‎ лыш. سن‎ — een ьо а аА Ьа ÁN wae 2 
A ama ی‎ Pi e n 
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1147а 
As you are aware, I personally have offered to sel} 


my approximately 120,000 shares of ICC stock to Mr. Elmer 
Sticco and others; and Vesco % Co., Inc. has enpared іп nero- 
tiations with Mr. Norton Nailman to vest in him for а nertod 
of time all rights of its approximately 850,000 shares to vote 
for directors of the company. Both Пг. Mailman and lr. Sticco 
are completely unaffiliated with me, and their indenendence 


should be beyond challenge. 


Messrs. Mailman and Sticco met with the Board on 
Monday afternoon, February 5, 1973 to discuss their intention: 


with respect to the company, including certain suggestions 


for directors and for a new chief executive, new chicf operatin 


ЖЭ ТУЛ лу а 


Рог my part, I remain willing and eager to divest 


myself of my shares. While you are mec! ng today, 


attorneys for Vesco & Co., Inc. are meeting with Messrs. 


аг Sticco, and their attorneys, with a view toward revi 


letters of intent. It is my hope that the publicity and 


pressures created by Мг. Richardson's action will not fr 


transaction. 


The extraordinary concessions which I and Vese 


have made to Messrs. Mailman and Sticco г. fleet our desi 
free ICC from even the avvenrance of any influence bog p 


As the largest shareholders of the commany , oul эл; 


I and 


the 


interest is the rehabilitation of the cornoration's revoutat 
As for Пг. Richardson's specific charges, 1 mo 


that the Board create the Audit Committee. the ноге: 


Whose members Nr. Richardson concedes are independent. 


ee o امتهم هة انوت‎ ы, ee жыл ща ый... „.. 


2 
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with this procedure, or any intimation that they contemnlated 


applying by noon the next day Гог a receivershin. It is 
clear from the volume of Мг. Richardson's papers that while 
he was apparently content to have the Board await the recon- 
mendations of the Audit and Executive Committees and to 


һе 
y ; 


pursue consideration of the Mailman-Sticco proposals 


planning to seek a receivershin. The motion for receivership 


filed without any prior indication to the Board, represents a 
transparent effort to gain a litigation advantage and to 
perpetuate Mr. Richardson's power by attempting to torpedo thi 


Mailmau-sticco transaction. 


circumvent the Воага of the Audit Committee. 


The Audit Committee lost no time in acting to carr” 


y? ы 
out the mandate of the February 5 Board meeting. Ол the 
morning of February 6, Harry Sears, Esq., a member of the 4 
committee, telephoned my attorney to discuss the status of my 
‘consulting agreement. My attorney told him that he would : 


strongly recomzend that I accept a suspension of payments 

under the consulting agreement, and that he believed I would 
agree. This discussion occurred before there was апу магии 
of Mr. Richarésen's action and is further evidence of my 


willingness te elirinate sources of Ггісі ion which were 


interfering with the conduct of the corporation's affairs 


and the defense of the lawsuit. 
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matters raised by Mr. Richardson have been submitted to the 


Audit Committee and I have not attempted to influence thel 


objective judgment on the facts. Accordingly, I have not 
responded to ilr. Richardson's self-serving and incorrect 


letters to the Aucit Committce. The only threats h»ve 


been those made by Иг. Richardson against me. Wotwithstandi 


my resignation from the Board, I remain willing to cooperate 


with the Audit Committee and the corporation's counsel in 


these matters. Unlike Mr. Richardson, I am not in the habit 


of bringing ny trial counsel to Board meetings. 1 have never 


asked the corporation to releas any claims it may have 


against me. Unlike Мг. Richardson, I have never sought \ 


4 


lj 


a 


a nine pu EP سسب‎ ene a. m cmm ee eio dli 


и. = МООИ Bee о хе >> > > > ege meon renum кы > 
receivership Гог ICC, to be tried on March 5, 1973. Тһе return 
of the advance and the offer of suspension of payments are 
without prejudice to assertio, of all rights with respect to bi 
corporation, including claims under the consulting a5recmor 
and for indemnification. I hope that Mr. Richardson will 
follow this example. 
Contrary to Mr. Richardson's suggestion that I hav 

access to corporate funds, I have not been a signatory on 
of the corporation's bank accounts since well befor: the 

vinnencement of the | EC action. Prior to Ме. Мова ой 
action, my credit) cards either had been returned or were 

in the process of being returned. I hold no corporate offic 
my relationship to the corporation is publicly spelled out in 


my consulting agreement with the company. 


" 
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While I am confident that the charges against m 
be disproved at trial, I believe that it is now in the best 


interests of the corporation and the shareholders that I not 


press my claim for indemnification or payment of my consulting 


fees and expenses at this time. Notwithstanding the fact 


that the Board has not acted оп my previous motion that all 
indemnification payments to all defendant-directors be 
suspended and all prior advances be returned, I have this day 
returned the approximately $44,000 in indemnification advances 


„„ me and I will not accept any further payments from the 


corporation for indemnification or consulting fees and expenses 


Pw» Рея. у Wo PF С" ч, ЖИЛЕ АЭ еб —. 


‚ы эй е ТІ UU 8 


Richardson filed his motion although I was given only one 
hour's notice of the proceeding. I shall be in court for 
the trial. It is imperative {hat I begin my preparation fe~ 
trial free from Mr. Richardson's harassing tactics in the 
boardroom and the courtroom. 

I regret very much that the unsupported allepations 
against me may have caused embarrassment to the other me 
of the Board. Т am hopeful that Mr. Richardson's efforts to " 
extricate himself from the SEL lawsuit at the expense of the 
corporation will not discourage new directors from takin 


office, or further damage the shareholder: 


Since ON 


por ul ctn E 


y yee MM 


Robert м Veseo 


115la 
Finaily, Mr. Richardson's assertion in his affidavit 


that I am taking steps to denarit from tnis Court's jurisdiction 
is a blatant and knowing falsehood. Indeed, havinz urred me 


to divest myself of my interest in the company, иг. Richardson 


now seeks to twist my efforts to sell my shares into an 


indication of preparation for flight. As I have previously 
advised you, because of the SEC's lawsit, my plans and those 
of my family to spend time in Costa Rica have been curtsiled 


е 


Let me state again, that it is my intention to cz 
vigorously all charges against me on the its in the 


courts of the United States. І was in court the day Пг. 
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Exhibit Р-11 


1973 Corporate Tax Return of Vesco & Со., Inc. 


,*"*" m^. Чак % 


о 


interest . А А А 


Contributions (not over 5% of line 30 „ылы рег іннен мама. 
Amortization (attach schedule) 
Depreciation (Schedule С) . 
Depiction 
Advertising . А АИ 
Pension, profit-sharing, etc. plans (see instructions) 
Ernpioyee benefit programs (see instructions) . . 
Other decuctions (attach schedule) VEAL C4 Ё, 
TOTAL deductions—/Add lines 12 through 26 . лағы xg 
Taxable income before net operating loss deduction and special deductions (line 11 less line qu >, 
Less: (а) Net operating loss deduction (see instructions—attach schedule) e 
(b) Special deductions (Schedule 1) . A ЖАНУ 
30 Taxable income (line 28 less line 29) 


TOTAL TAX (Schedule J) 


$ 


Г 
o 


N N 
- © 


м 
N 


DEDUCTIO? 
5 


REGISTRATIONS 


31 : 
32 Credits: (3) Overpayment from 1972 allowed as a credit 

(b) 1973 estimated tax payments 4 А 
(с) Less refund of 1973 estimated tax маёз {ог оп nu 4466 
(d) Tax deposi.ed with Form 7004 (attach сору) 

(e) Тах deposited with Form 7005 (attach copy) 5 
(f) Credit trom regulated investment companies (attach Form 2439) ; 

(g) U.S. tax on special fuels, ronhighway gas and lubricating oil (attach Form 4136) с. АУ 
TAX ОЧЕ (ine 31 less Виз 32). See instruction С for depositary method of payment , 
OVERPAYMENT (hne 27 less line 31) 


i » 


Teter om sunl ef no 23 узу want Codi ed to 197 4 1974 esti mated tas ы Relunded > 
-------- - سلا‎ —— —————M ——— 
Uwe pressus ©" qerstny, Y бесе that I $5 е CUMING (ms celum, including accompanying schedules and statements and to the 
te Wee, (Corre, and сет еге Ceclaration сір ерген (other then ірет os based co all поется of which he has any h^ د‎ 


Ti s Inisins! Й-зетие 
Services d^ cod re- 


Quire 2 seat on this Date Signature cf officer 

form, pul if ene da 

uses, piesa place it 

bore. в , TT 

Бф „иб Date Signature of individual of fiim preparing the return Preparers add ess 


5.1354 E Жм E. 


= </ 2.4/5 
э 9227/5 
.3| voc 
OU BEN 

34 Er eu. 
a Inde siu и Oud Айн. d 


Title 


tmp Мм ut Sov See 
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U.S. Corporation Income Tax Return 


For calendar year 19/3 or other taxable year beginning 


JUL y 7 1973. ene, JUN E 30» PY. 


(PLEASE ТУРЕ OR PRINT) 


torm "41190 


Departrser* of the Treasury 
internal Revenue Service 


Cneck if a— a Name 

А Consoi:dated return O) ELM 

B Personal Holding C VESCO TE ту | ғысы 
Co р Number and street 

С Business Code No. ыў о, Ж, 46. 


\\" 


bot 


LI 
F Pim 


1973” 


D Employer Identification No 


RENE PE m PPO <7 2 


E County in which located 


MORRIS _ 


7 ol instruc- | — —— osea 
o ad " " City or town, State, and ZIP code 


(6299 | OEWVijLLE |. NEM JERSEY 07234 _ 


ІМРОЯТАМІ f: И in ail ар; ‘cable di nes and schedules. И the lines on » the schedules are not sufficient, see instruction м 


—————————— MÀ 


- 


Gross rec»ipts or gross sales ^ .Less: Returns and allowances 

Less: Cost of goods sold (Schedule A) нури operations (attach schedule) 

Gross profit А 

Dividencs (ScheduleC) . zw ar а Mw de a pi tate te 

Interest on obligations of the United States and U.S. instrumentalities . 

Other interest . 

Gross rents 

Gross royalties . . ғ Ра RSLS S 
(a) Net capital و‎ Schedule о). А 

(b) Ordinary gain or (loss) from Part 11, Form 4797 (attach Form 4797). 


10 Other income (see instructions—attach schedule) 
11 TOTAL income—Add lires 3 through 10 . 


GROSS INCOME 
CONANEAWN 


| 12 Compensation of officers (Schedule E) . 
13 Salaries and wages (not deducted elsewhere) . 
14 Repairs (see instructions) Р 
15 Bad debts (Schedule F И reserve ааг is i". 
М fonts. . oe m ue AN ТИТИ" 
17 Taxes (attach S DELAWARE . 


F Enter total assets from line 
14. column (0), Schedule 


L (See instruction R) 
52,671 ALS 


1 


1. Year| 2 Trade notes and accounts re 3. Sales on account 4. Current year's $. Recoveries aa бол» > me te = 
€eivab!e outstanding at enc of year 


provision against reserve at end of үш 


See instructions for Schedule С) Note: М depreciation is computed Бу using the (1255 Lile 


| (AUR) System for assets placed in service «ier 1970, ог the Guideline Class Life System for assets placed in service before 1971, you must file Ferm 4832 
(Class Life (ADR) System) or Form 5006 (G.:deline Class Life System) with your return. Except as otherwise expressly provided ın income tar regulations 
sections ? 167(а)-1145)(5)(\1) and 1.167(а)-12. the provisions of Revenue Procedures 62-21 and 65-13 аге not applicable for ta»able years ending ettet 19/0 
Check box(es) if you made an election this taxable year 10 use Г] Class Life (ADR) System and/or | | Guideline Class Life System See Publication 534 
——— би | 5 Method of $ 

1. Group nd guideline class 2. Date 3. Cost or ابد‎ өймен 6 Life oi 1. Depreciation for 
of description of property acquired other basis | — v M dea “ ғы д | sate this == 
1 Total additional first-year depreciation (do not include in items below) —— > 
Yi MM áp. % 42 
2 Depreciation from Form 4832 rae АСА , | 
% “% Yj, 
3 Depreciation from Form 5006 . . . . . . WY YH 
4 Other depreciation: 


Buildings 


Furniture and fixtures. . . . . |. 
Transportation equipment . . . . MAR 197. Ga ео / 7 6 0 $, 4 , Зл / 760 
Machinery and other equipment = 

+ (specify) 


6 Less amount of depreciation claimed in Schedule A 
7 Baience—Enter here and оп line 21, page 1 


ЕШТӘУТЕЛІ! Summary of Depreciation (Other than additional first-year depreciation) — 


2: 2126 ys. 


Sti g ^t іле 
Т борода iom | — سن‎ GE, Kar” 
form 4812 
2 Depiociotion trom 
form 5006 


олоо WEE LX. pesa Pe Tee Eur to ПЕП 


-_——_—— — 


Declining belence Sum of years 0.6113 Units ef растот | Other (spect) | Total 
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Form 1120 (1973) Faye 2 


rm HÀ MÀ MM Ó—ÓHÁ M M MM X 


ЗЕЕ] Cost of Goods Sold | (See instruct instruction оп 2)! _ Dividends (See instruction 4) 


1 Inventory at beginning of year 1 Domestic corporations subject to 85% deduction | 
2 Merchandise bought for manufacture or sale 2 Certain preferred stock of public utilities 
ИРМ.“ + » » © * ә e 3 Foreign corporations subject to 8569 deduction 
4 Other costs (attach schedule) 4 Dividends from wholly owned foisign subsidiaries 
5 Total . "АШ a. PUES zt Jp subject to 100% deduction (section 245(b)) 
6 Less inventory at end of year . . bs 6 Other dividends йот foreign. corporations 
7 Cost of goods sold—Enter ол line 2, page l. . 6 lncludable income from controlled foreign corpora 
Method of inventory valuation р tions (Subpart f; attach Forms 3646 
7 Foreign dividend gross-up (section 78) 
B Qualitying dividends received from affiliated groups 
and subject to the 10096 deduction (section 243 
e) (00) . 5 а алд 
Was there any substantial change in the man 9 Qualifying dividends received from affiliated groups 
ner of determining quantities, costs, or valua- and subject to the provisions cf section 1554(5) 
tions between opening and closing inventory? Г] Yes [ ] No | 10 Taxable dividends trom a DISC or former DISC not 
if “Yes,” attach an explanation. included in line 1 (section 246(d)) 


11 Other dividends 
12 Total—Enter here and on tine 4. page d 


eer res Compensation of Officers (See instruction 12) 98778 Б у; дд ОЉА 


4. Time Percent et орен 
1. Nama с! оМссет * | 2. Social security number 3. Title devoted to stock owned 7 Amount of B Laveme account 


business 5 Common ж; ІІІ compensation allowances 
_ Total “compensation of officers—Enter here and on line 12, page 1 в ui ud us #7 


M Bad -Debts— Reserve. Method (See instruction 15) | 


3. At least 50% of the tax tentatively determined to be due (line 3(c)) must be deposited | on or before the оппа! d 
date of the corporation's income tax return. See instructions for depositary method of payment. 
A penalty for failure to pay tax will generally be imposed upon any corporation which files Form 7004 and 
underestimates by more than 10% its tentative amount of income tax for the taxable year. See instruction G. 
(а) Tentative amount of income tax for the taxable year including any— 
Minimum tax on tax preference items 


Fersonal holding company tax м 
Тах from rece: puting a prior year investment credit ; КРИ Li Ne 
Tax from recomputing a prior year work inc«ntive (WIN) credit vire i 
Foreign tax credit 
Investment credit 1 
Work incentive (WIN) credit 
(b) Less: (i) Overpayment from prior year allowed as a credit 
(4) Estimated tax payments (deposits) for the taxable year 


(li) Less refund of estimated tax for the taxable year applied for on Form 44€6 


F 
(iv) Credit from regulated investment companies . B; acu Me ЖАС 
(v) Credit for U.S. tax on special fuels, nonhighway gas and lubricating ой. ES 4%. 
O А м 242 Оғы а ыға ж а. а?ып» RUN UE deu Oe ew he ee ы зы ы 
(d) Amount required to be deposited—at least 50% of line З(с) . . . TESCO See OR ee, | Noe 


SIGNATURE (See instruction 9) 

Under penalties of perjury, | declare that | have been authorized by the above-named corporation to ı..ake this application 
that to the best of my knowled:e and belief the statements made herein are true, correct, and complete, and that 1 am Г] an 
officer of the corporation; E a duly authorized agent holding а power of attorney; [ ] ап agent enrolled to practice betore 
the Internal Revenue Service; " an attorney in good standing of the bar of the highest court of 


Specify jurisdiction) 


or Бә certified public accountant duly qualified to practice їп New TER (5c z 
(Speci ty імгіз а» EX. 
/ 


(Signature of officer or agent) (тие). (Date) 


A Copy of This Application Must Ве Attached to the Corporation's Income Tax R: ‘turn 


, (2-2 1156 


Application for Automatic Extension of Time 


to File Corporation Income Tay " ' rn 
(Under section 6081 (b) of the Internal Revenue Cc... 


„1004 


(Rev. G.t. 1973) 
Department of the Tres 
Internal Revenue Service 


Note: Prepare this form in duplicate. File the original with the Internal Revenue Service Center where you are required to fiie 
your income tax return. Attach the duplicate to your income tax return. 

A penaity for failure to pay tax will generally be imposed upon any corporation which files Form 7004 and underestimates by 
more than 10% its tentative amount of income tax for the taxable year. See instruction 6. 


Name ol corporation Employer Identification Number 


Жаа v Ca. Tale 5 5 аза. M oC. 


Number and street Check type of return to be fied 


Form 1120 C Form 11205 
£ б. Box А K С) Form 11204 ГГ) Form 990- 
ENE Ф. Die IPIE, 2-4. ca E. ———++‚ лы 1120м ( 7] Form 990-1 


City or town, State, and ZIP code % 
қ i cw Og O 
_ Denville New Jersey 07634 iX. 


An automatic 3-month extension of time until .L244 di. NEW "y, -., is hereby requested in which i the income tax — 
of the corporation named above for the taxable year beginning „714. byt... ‚ 1973... and ending une Зо ‚ 19 74 


О change in accounting period 
1, If the taxable year above is for a period of less than ТЕЬ ПЕК Щит > à 
12 months, check here if the short period is due to T) filing of initial tax return 


D filing of final tax return 


А Does this application also cover subsidiaries to be included іп a consolidated return? . . . . . . . . Yes {J Nop 


Employer Identification No 


Name and Address of Each Member of the Affiliated Group 


уче тоюу вето ws PUTO Ws WES 9 Uy олени UNS чоп | |] ang отри wie statement on the back oj 
this form. 
5. Name in which account is maintained 6. Name of bank or other person with whom account is 
maintained 


77. Number and other account designation, if any 8. Address of office or branch where account 15 Maintained 


9. Туре of account. (If not certain of Englis', name for the type of account, give the foreign language name and describe the 
nature of the account. Attach additiona! sheets if necessary.) 


O Savings, demand, or checking 


Г] Securities 


O Under $50,000 


О $50,000 to $100,000 


Г] Over $100,000 


Instructions 

A. Who Must File a Return.—Each 
United States person who has a finan- 
cial interest in or signature authority 
or other authority cver a bank, securi- 
ties, or other financial account in a for- 
eign country at any time during a 
taxable year, must report that relation- 
ship for each taxable year. Do this 


by crecking the appropriate box on the 
Form 1049, 1041, 1065, 1120, 1120L, 
1120, ог 1120S you file for the tax- 


abie year and by filing with that return 
an information return on Form 4683 
for that year. 


B. United States Persoa.—The term 
"United States person" means (1) a 
citizen or resident of the United States, 
(2) a domestic partnership, (3) a do- 
mestic corporation, and (4) a domestic 
estate or trust. 


C. Account in a Foreign Country.— 
A "foreign country" includes all geo 
graphical areas located outside the 
United States, its possessions, and 
Puerto Rico 

Report any account maintained with 
a branch, agency. or other office of a 
bank (except a military banking facility 
as defined in instruction D) or broker 
or dealer ^ secures that is located in 


, + 


„меў .. 


Г] Other (specify) .. 


Г] Unable to determine (attach explanation) 


a foreign country, even if it is a part of 
a United States bank or other institu 
tion. Do not report any account main 
tained with a branch, agency, or other 
office of a foreign bank or other insti 
tution that is located in the United 
States, its possessions, or Puerto Rico 


D. Military Banking Facility.—Do 
not consider as an account in a foreign 
country ап асса t in an institution 
known as a “United States military 
banking facility" (or "United States 
military finance facility") operated by 


a United States financial institution un 


(Contr е“ e ark) 


о.э. аптогтапоп Return on Foreign Bank, 1157. 
Securities, and Other Financial Accounts 


p» Attach to yc 27 tax return. 


som 3009 


(Rev. Ном. a7) 


04... teat of the Treasury 
internal Revenue белсе 


For the calendar year 19 e 


Complete this form shewing your relationship during the taxable year to one or more bank, 
securities or other financial accounts in foreign countries. Use additional sheets if necessary. 


Tax identifying number (Social secunty А : 
number ог employer identification | СП" type of return 
nı mber if other than individual) O !ndieiduai 


"и ESCO > co. ліС A2d-/290S$g7^2. _ _| О Partnership 


NOTE: Ownership of 50% or less of the stock of any corporation which owns one or more foreign accounts DQCorporation 
15 not а “financial interest" in these accounts and need not be reported by the shareholder. Ac- 
counts in а U.S. military banking facility operated by а U.S. fmancial institution are not foreign 
accounts and need not be reported. 


Name(s) as shown on retur) 


O Small business 
corporation 


if you wish, you may also submit any other information or explanation not required by this form | Г} Fiduciary 
concerning your interest in or authority over an account. 


|= Part В | Check all appropriate boxes. See instruction F for definition of “financial interest." 
se additional sheets if necessary. 


1. O ! had signature authority or other authority over one or more foreign accounts, but I had no “financial interest” in such 
accounts (see instruction |). Indicate for these accounts: 
Name and tax identifying number (if any) of each owner | 
Address of each owner 


(Do not complete Part II for these accounts.) 


2. | had a “financial interest" іп one or more foreign accounts, but the total maximum value of these accounts (see in- 
struction Н) did not exceed $10,000 at any time during the taxable year. (If you chested this box, do not complete Part И.) 


3. Q | had a “financial interest” in 25 or more foreign accounts. (If you checked tniz box, du not complete Part И.) 


4. С, I had a “financial interest" in one or more but fewer than 25 foreign accounts, and the total maximum value of these 
accounts (see instruction H) exceeded $10,000 during the taxable year. (If you checked this box, complete Part И.) 


ВОИС Я Complete this part ONLY if you checked item 4, and provide information in Ќег:.. 5 through 10 tur each 
account. Please use a separate Form 4683 for each account or use your own schedule to provide this 
information. 

To avoid duplicate reporting on accounts owned by a corporation, partnership, or trust required to file this form, 
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‚ or other taxable year beginning Jue E а "хақ 73 and ending JUNE ЗО р 27 
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VESCO o C o., Ive 


YEAR ENDED Juve 3 


J. H. COHN è COMPANY 


i. аалда аа ре e 1 ЧЕ Tu" С сома. 


127 R1c//2 2, VESCO AS 


диам EOR, 2 


12 Minimum tax оп las preference NEMS 955% ребе ye Un М” ғ” — а» — => аии" 
13 Tota! tax— Add lines 8 tnrough | 12. Enter nere and on line 31, page ^h uat "tw | Now’ s 


А | Record of Form 503 Federal Tax Deposits (List dep deposits | ın order о of dale made— See instr. б) 


$ Senai number — NE е of Serial m 
ef form $03 eal number Date of 


et form 50) | deposit 


' Sate et 


Amour Ant 


із incorporated В» JULY / / 


G Da Yes No | L Taxabie income or (loss) from line 30, рәге 1, Form 1120 tor тез "л 
Н (1) Did you at the end of the taxable Year own, directly of in your taxable year beginning in 
directly, 50% or more of the voting stock of a domestic x 1970 ‚ 1971 ‚ 1972 A 
ce:poration . ъз i —_| M Refer to page 7 of instructions and state the princi al @ 
(2) Did any corporat: on. individual, partnership, trust, or asso- 


Business activity /7O0 4 IDI MG COMPAN 
Product or service ZZ "VV ESTN ENTS 
N Wea you a member of a controlled group subject to the prow 
sions of: (1) Section 15617 . . . . . X 
(2) Section 1562? ^ 


If answer to (1) or (2) is "Yes," check the type of relationship 


ciation at the end о! the taxable year own, directly of in- 
directly, 50% or more of your voting stock? был 
(For rules of attribution, see section 267(c).) 
If the answer to (1) or (2) is "Yes," attach a schedule showing: 
(a) name, address and identifying number; and 
(b) percentage owned 
И answer to (1) above is "Yes," show taxable income or (loss) 
from line 30, page 1. form 1120 of such co:poration for taxable 


year ending with or within your taxable year 
M the answer to (2) above 15 "Yes," was the owner o! such vot 
ing stock ап ahen individual or a foreign — — 


И arwar to (2) is “Yes,” does section 1562(b)(1)(A) apply (пел 
app!.cation of 695 additional Lax under section 1562)? 


301 and n2] à 4% 
И “Тез è Schedule А form 1096 И thes i a consolidated | 
tetur, sna here for parent corpuralion and on Form fil, 


(3) parent- subsidiary С] (D) brother sister | | | 
(c) combination of (а) and (b) [Г] (See section 1563) | 
partnership, trust of association)? . И IX 0 Cid the corporation, at any time during the trcable yer have | 
any interest in ог signature or other authenty over + bank 
1 Did you have any contracts of subcontracts subject to the Re- X securities, or other financial account ın а lorergn country? ғ! 
negoiation Act of 1951? қ |: ` И “Yes,” attach Form 4683. (For ¢eiinitions, see torm 46541) 
Г Ф | 
нд сес tt segregate gross dolar amount billed during P viere you a US shareholder of any controlled богет corporata ә 
TT (Sce sections 951 and 957 ) : | \ 
| К “Yes,” attach Fori 3646 for each such corporation | 
} Did you ever declare a stock dividend? 4 X Q During this taxable year, did you pay éwidends (other than sho 
i dividends and d:stnibulions in exchange for stork) im excess uf 
K Dig you claim a deduction for expenses connected with your current and accumulated earnings and profits’ (ee sections 
| 


(1) Entertainment facility (boat, resort, ranch, etc )? : d 
(2) Living accommzdations (except for employees on business)? 


(3) Empicyees’ families at conventions or meetings? Р А АН пу Schedule, for cach subside му 


(4) Employee or їз nity ications not reported on Form W-2? X R Did you h'e all required ed Forms 103), 109% » T EI | ви > 
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Form 1122 (1973) | Schedule; & | Special Deductions 
1 (a) 85% of line 1, Schedule с 
(0) 60.208% of line 2, Schedule с А 
(c) 85% of line 3, ScheduleC . . . ы » ð 
(d) 100% of line 4, Scheduie с è 
Tożal—See page 6 «. instructions for limstation 


10094 of line 8. Schedule с 


Divide id on certain preferred stock of public utilities (see instructio. 
Western Hemisphere trade corporations (see instructions) 
Total special ceductior 'ons—Add lines 2 through 5. En Enter here and on ..ne '29(b). page | 1 


ВЕТРУ Tax Computation | 


1 Taxable income (line 30. page 1). - . . . + + + M per Т СО 


2 

4 Enter / ‘ends received deduction allowed for алага dub on line 9, Schedule C. See section 159A (в) 
5 

6 

7 


————— س 


2 Surtax exempiion—Enter hine 1 or $25,000. whichever is lesser. (Component members o 


tor comp. ta’ «€ 


055 


f a controlled 


group—see page 6 of instructions and enter your surtax exemption or line 1, whichever 15 lesser.) 


3 і те 1 less hne 2 

4 (a) 22% of ine 1 
(b) 26% of «^e 2 ; à em ee 9 
(c) "f multiple sutre evemption 15 elected under section 1562, enter 6% of line 2 . 


6 Income tax (sum of line 4. or alternative tax from separate Schedule D, whichever is lesser) 


6 (a) Foreign tax cred:t (attach Form 1118). 

(b) Inves* ^t credit (attach Form 3468) . 

(c) Work ve (WIN) credit (attach Form 4874) . 
7 Tota! of nes 6(а). (b). and (c) 
к Line 5 tess ine 7 8. 9 cs 
9 Persona! Folding company tax (attach Schedule PH (Form 1120) 
10 Tax from recomputing a prior year in vestment credit (attach Form 4255) 
11 Tas from recomzoting 3 prior year work incentive (WIN) credit (see instructions—attach computation) . 


ктр Бе... зловила Chock hera Г if farm 4676 к attached . 


— |n 
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form 1120 (1973) Pake 4 


Balance Sheets Beg.nning of taxable year End of taxatblo year 
ASSETS | s AN (А) Ainount (Ө) Total (C) Amount (О) Tutal 
ИҚ” "nomo/| - n AZ о =; \ 
NE TM Lil 10927 10990 
2 Trade notes and accounts receivable Ж Жү ҰЯ 7 2 ЖЖ 


(а) Less afiowance for bid debts 

КЗ Inventories . ы» Жақ ДЕ ө 

4 Gov't ob'igeuzns: (а) U.S. and instrumentalities . 
(b) State, subdivisioss thers. etc gere 
Other current assets (аси өспесе) . 
leans to steciholderS . . ;‚.....| 


оу SS 
RF RRR 


Цю 


865%, 


Morigage and reel estate loans ес 
Other investments (attach schedule) . 5794” 
Buildings end other fixed depieciable assels 

(=) Less accumulated depreciation . 
ose PL CLR NETTE ig tei AT E ыы 
(а) Less accumulated depletion . . . . . UAT ARE 
Land (net of any amortization). . . . . . 


PP 


rf 


665 |2. 


. e б 
 ЖИЯИ 
% ЖЖЖ sila 


Intangible assets (amortizable only . . . . 
(a) Less accumulated amortization . . 


Other assets (attach schedule). .’. . . 
Total assets 


LIABILITIES ANO STOCKHOLDERS’ EQUITY 
Recounts payable ........ 
Miges., notes, bonds payable in less than 1 yr. 
Other current liabilities (attach schedule) . 
Loans from stockholders چ‎ % 2% 
Mtges., notes, bonds payable in 1 yr. ог more . 


M 
N 
NNN 


N 


S ` WS 


а, ласы мчилу ү ae thee 
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Exhibit Р-12 


Unanimous consent of directors in lieu of the 


first meeting of the directors of Vesco & Co., 
diua um р РР тыты ФұЗ чатта 


О ТЕТО Е УТИСКЕ Ы = 


pproved and adopted as and for the by-laws 
of the corporation, and a copy thereof 
shall be permanently inserted in the 
minute book. 


2. The seal of this corporation 
shall be circular in form, have the words 
"VESCO & CO., INC." and the words and 
figures "Incorporated Delaware, 1972" 
in the center thereof, and an impression of 
the seal shall be made on the margin of 
the page of the corporati 1's minute book 
on which this resolution shall appear. 


3. The form of stock certificate 
presented to each director be and the 
same hereby is adopted as the stock cer- 
tificate of this corporation and a 
specimen of such certificate shall be 
kept in the minute book. 


4. The following persons be and they 
hereby are elected to the offices set opposite 
their respective names, to hold office 
for one year and until their successors 


UNANIMOUS CONSENT OF DIRECTORS 


IN LIEU OF THE 
FIRST MEETING OF THE DIRECTORS OF 


VESCO & CO., INC. 


* * * * * * * * 


The undersigned, being all of the directors of 
VESCO & CO., INC., a corporation of the State of Delaware, 
do hereby take the following action in connection with the 
organization of saic corporation, which action is hereby 
deemed to be effective as of the date hereof: 


1. The by-laws prepared for the cor- 
mnaration by counsel be and they hereby are 


a mos 


of stock 


Name of Offeror 


Robert Г. Vesco 


Robert L. Vesco as 
Custodian for Daniel 
Vesco 


Robert L. Vesco as 


Custodian for 
Anthony D. Vesco 


SS eer 


of International Controls Corp. set 
opposite their respective names be and here- 
by are accepted: 


No. of Shares 
International 
Controls Corp. 
being trans- 
ferred 


350,088 


5,073 


5,073 


Shares of Shares of 
Class A Class B 
Voting Common Non-Voting 


Stock of Common Stock. 
Vesco & Co., of Vesco & 
Inc. to be Со., Ine. 
Received to be 

Received 
52 -- 
12 3,000 
12 3,000 


Shares of 
Preferred 
Stock 

of 
Vesco & 
Co., Inc. 
to be 
Received 


1,838 


116 За 


are elected and qualify: 


OFFICE NAME 
President - ROBERT L. VESCO 
Treasurer - SHIRLEY BAILEY 
Secretary - SHIRLEY BAILEY 


5. The officers of this corporation 
be and they hereby are authorized and 
directed to take all necessary steps and 
do all things and execute any and all 
writings required or advisable to imple- 
ment the business of the corporation, 
including but not limited to the hiring 
of employees, the opening of bank accounts, 
the execution and delivery of corporate 
resolutions on forms prepared by banks, 
and the hiring of accountants, attorneys 
and other advisors and consultants. 


6. The offers of the following 
persons to purchase the number and class 
of shares of capital stock of this cor- 
poration set opposite their respective 
е da анна far that number of shares 


tions in their capacity as directors of VESCO & CO., INC. 


er Ty 


ROBERT L. VESCO 


SHIRLEY BAILEY 


“%» 
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Robert L. Vesco as 
Custodian for 
Dawn L. Vesco 5,073 12 3,000 -- 


Robert І,. Vesco ав 
Custodian for 
Robert B. Vesco 5,073 12 3,000 -- 


7. The President and Secretary of this 
corporation be and they hereby are autho- 
rized and directed to execute, issve and 
deliver іп the name of and on beha'f of this 
corporation and under its corporate seal, 
certificates for that number of shares 
of stock of this corporation set opposite 
the names of the offerors listed above. 


The undersigned, by affixing their respective 
signatures hereto this 21st day of July, 1972, do here- 


by consent to, authorize and approve the foregoing resolu- 


inc. аасеа vecelweorr 62,5, hha“ 
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Exhibit P-13 


Unanimous consent of directors in lieu of 


special meeting of the directors of Vesco & CO., 
ee ee Sea 7 "707070 


pus wwase ww pecs سف وی‎ TEP eu -— 


class of shares of capital stock of 

this corporation set opposite their 
respective names in exchange for that 
number of shares of stock of International 
Controls Corp. set opposite their re- 
spective names be and hereby are accepted: 


No. of Shares Shares of Class Shares of 
International B Non-Voting Preferred Stock 
Controls Corp. Common Stock of of Vesco & Co., 
being trans- Vesco & Co., Inc. Inc. to Бе rc- 
Name of Offerer ferred to be received сөззей с. 
Robert Г. Vesco 449,912 ---- 675 
Robert І. Уевсо 
as Custodian for 
Daniel Vesco 6,522 2,000 --- 
Robert Г. Vesco 
as Custodian for 
Anthony D. Vesco 6,522 2,000 - = 
Robert L. Vesco 
as Custodian for 
Daun L. Vesco 6,522 2,000 --- 


Robert Г. Vesco 
as Custodian for 
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UNANIMOUS CONSENT OF DIRECTORS 
IN LIEU OF A SPECIAL MEETING 
OF THE DIRECTORS OF 


VESCO & CO.,. INC. 


Ж * * * k ах 


The undersigned being all the directors of VESCO & 
CO., INC., a corporation of the State of Delaware, do hereby 
take the following action, which action is hereby deemed to 
be effective as of the date hereof: 


1. The offers of the following 


девы diam «қаза жай ала She uev and 


PATRICIA J. ESCO T NEL 


. RICHARD E. CLAY 


y uf 
7 7 


мт 


DT Cet ТЕ НЕ NT ee РО ИЕН 
SHIRLEY Е. BAILEY 
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2. The President and Secretary 
of this corporation be and they here- 
by are authorized and directed to 
execute, issue and deliver in the 
name of and on behalf of this cor- 
poration and under its corporate seal, 
certificates for that number of shares 
of stock of this corporation set 
opposite the names of the offerers 
listed above. 


The undersigned, by affixing their respective 
signatures hereto this 29th day of December, 1972, do hereby 
consent to, authorize and approve the foregoing resolutions in 
their capacity as directors of VESCO & CO., INC. 


3^7] 


Vil ә мау. 
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Exhibit Р-14 


Minutes of special meeting of the directors о! 


Company. 

Said meeting was convened pursuant to telephonic 
notice, and no waiver of notice thereof is required pursuant to 
Section 229 of the General Corpcration Law of Delaware. 

The first order of business was the discussion of a 
proposed agreement between the corporation and Elmer Sticco or 
Norton Mailman. Ralph M. Lowenbach, counsel for the corporation 
telephoned, and each of the directors simultaneously entered into 
the telephone conversation, in which Mr. Lowenbach explained the 
terms of the proposed transaction which he had been negotiating. 
He advised the Board that Mr. Mailman had been almost impossible 
t- reach, and because of the impending application for receiver- 
ship of International Controls Corp. ("I.C.C."), the granting of 


which would have a substantially detrimental effect on Vesco & 


Co., Inc. and its shareholders, it was deemed necessary to have 


MINUTES OF A SPECIAL MEETING OF 


THE BOARD OF DIRECTORS OF 
VESCO & CO., INC. 


* * * 


A special meeting of the Board of Directors of Vesco 


& Co., Inc., a Delaware corporation, was held at the home of 
Patricia J. Уевсс. Old Denville Road, Boonton, New Jersey, at 
8:00 Р... on Sunday, February 11, 1973. 


Present in person were Patricia J. Vesco, Shiriey 


Bailey and Richard Clay, being all of .ne directors of the 


holders’ derivative suits involving I.C.C. 

3. Mr. Sticco would have an option to purchase 400,000 
of the corporation's I.C.C. common stock at a price of $5.50 per 
share, unless the corporation decided to accept a lower offer, in 
which case Sticco had the right of first refusal at the lower , 
price. Sticco also had the right of first refusal on whatever 
terms the Company would agree to with a bona fide third party with 
respect to the remaining I.C.C. shares held by the Company. 

The Mailman transaction was different because Mr. 
Mailman was not agreeing to pay any consideration for his option 
or right of first refusal, but would receive $50,000 per year 
from the Company in consideration for his services as consultant 


to the Company with respect to its holdings of I.C.C. common 


stock. In all other respects, the purchase agreements were 
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а completed agreement by the return date of such application, 
Tuesday, February 13, 1973. Mr. Sticco and his counsel indicated 
a willingness to enter into an agreement which would be replaced 
by an agreement with Norton Mailman, if terms were agreed upon 
with Norton Mailman prior to February 23, 1973. 

The terms of the agreement with Sticco were generally 
as follows: 

1. Mr. Sticco would pay to the corporation $10,000, 
in two $5,000 payments on July 1, 1973 and July 1, 1974. 

2. Mr. Sticco would have the right to vote the shares 
of stock of the Company at all elections for directors until 
December 3l, 1974. Such vote could be cast only for persons who 


were not defendants in the current SEC litigation, or any share- 


могтоп Maliman оп or гсгогс гоцуглчиагу 42. 2721, 
and upon execution of said agreement with Norton 
Mailman, the seid agreement with Elmer f icco 
would become null and void; and it is further 


RESOLVED that the officers of this corpora- 
tion be and thcy hereby are authorized for and 
on behalf of this corporation to execu*^ and de- 
liver said agreements with Elmer Sticco and 
Norton Mailman and a letter agreement signifying 
the agreement of this corporation to enter 
therein, in such form and containing such pro- 
visions as shall be deemed appropriate to said 
officers as evidenced by their execution thereof. 


The next order of business was the consideration by the 
Directors of a loan of $10,000 to be made to this Corporation by 
Patricia J. Vesco. After discussion, the following resolution 


was adopted, two directors in favor, Patricia J. Vesco abstaining: 


RESOLVED that this Corporation shall borrow 
from Fatricia J. Vesco the sum of $10,000, with 
interest thereon payable at the rate of 6$ per 
annum, said sum to be repayable upon demand; and 
it is further 
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substantially identical. Shares sold to a bona fide purchaser 
because the right of first refusal was not exercised would be 
sold free of any option rights or further rights of first re- 
fusal, but the voting rights would remain with Sticco or Mailman 
until December 31, 1974. 

The Board of Directors discussed the proposal, and 
thereafter, upon motion duly made, seconded ari unanimously carried, 
it was 


RESOLVED that this corporation shall enter 
into an agreement with Elmer Sticco on the terms 
and conditions outlined to the Board of Directors 
by counsel, containing such provisions in said 
agreement as shall be deemed appropriate by the 
officers of this corporation as evidenced by 
their execution thereof; provided, however, that 
‘aid agreement shall be made subject to the 
execution of an agreement of simi.ar import with 


ee Day ss s хт сч eode > | 127 71 


RESOLVED спас спе OILLCEIS5 UL илә “әры ы 
tion be and they hereby are authorized and direc- 
ted to execute and deliver for and on behalf of 
this Corporation the appropriate form of checking 
resolution as provided by the said National Newark 
& Essex Bank, the terms of which are hereby incor- 
porated herein by reference; and it is further 


RESOLVED that this Corporation shall open 
a checking ac count with the Bahamas Commonwealth 
Bank, Nassav, Bahamas, on which checks may be 
signed by either the President, the Secretary or 
Richard Clay; and it is further 


RESOLVED that the officers of this Corpora- 
tion be and they hereby are authorized and direc- 
ted to execute and deliver for and on behalf of 
this Corporation the appropriate form of checking 
resolution as provided by the said Bahamas 
Commonwealth Bank, the terms of which are hereby 
incorporated herein by reference. 


The directors then considered a proposal whereby the 


Corporation would guarantee a loan of $1,000,000 about to be made 


to Robert L. Vesco by Trident Bank Limited, Nassau, Bahamas. Ir 
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RESOLVED that the officers of this Согрога- 
tion be and they hereby are authorized and direc- 
ted for and on behalf of this Corporation to 
execute and deliver a promissory note in such form 
as shall be acceptable to said officers, as evi- 
denced by their execution thereof, in the principal 
sum of $10,000, bearing interest at 6$ per annum, 
evidencing this corporation's obligation to 
Patricia J. Vesco as aforesaid. 


The next order of business was the consideration of the 


e 


establishing of checking accounts for the Corporation. After dis- 
cussion, upon motion duly made, seconded and unanimously carried, 
the following resolutions were adopted: 


RESOLVED that *his Corporation shall open 
a checking ac.ount with the National Newark & 
Essex Bank, Newark, New Jersey, on which checks 
may be signed by either the President or the 
Secretary of the Corporation; and it is further 


FISCHER эма PY Р ue ЧА EM C oT ا‎ «Ж А ааа 


greater discount over the prices at which potential purchasers have 
been discussing the acquisition of the entire common stock of the 
Company with representatives of the Company. Those discussions 
have been at $3.00 to $4.00 a share, and for this reason the option 
at $1,400,000 seemed to be in the best interest of the Corporation, 
in the judgment of the directors. It was an opportunity to vest 

in the holders of the common shares a substantially greater share 
of the equity in the corporaticr's assets. After further discus- 


sion, upon motion duly made, seconded and unanimously carried, it 


was: 


RESOLVED that this Corporation shall uncon- 
ditionally guarantee the obligation about to be 
incurred by Robert L. Vesco in the principal sum 
of $1,000,000, with interest at 7 1/2% payable 
12 months from the date of the loan, to the Trident 
Bank Limited, Nassau, Bahamas, and to secure said 
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consideration for the Corporation's guarantee, which is proposed 
to secure by a pledge to said Trident Bank Limited of this Cor- 
poration's entire holdings of common stock of International 
Controls Corp., Robert L. Vesco proposed to grant to this Corpora- 
tion an option to purchase all of his preferred stock in the Cor- 
poration for the sum of $1,400,000. . The directors considered 

the fact that the preferred stock held by Robert L. Vesco had a 
preferential value on liquidation of $2,500,000. Also discussed 
was the fact that the current market price of the common stock 
was about $2.00 per share, with the result that all of the equity 
of the Corporation presently was in the preferred shares. The 
option price represented a substantial discount over the market 


value of the stock based upon present trading values, and an even 


There being no further business to come before the 


meeting, it was, on motion, adjourned. 
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guarantee by а pledge to said Trident Bank 
Limited, Nassau, Bahamas, of all of this 
Corporation's 846,000 shares of the common 
stock of International Controls Corp., in 
consideration for which this corporation 
shall receive an option to purchase from 
Robert L. Vesco all of the shares of pre- 
ferred stock of this corporation held by 
Robert L. Vesco, which option shall terminate 
30 days after the date on which said loan 
shall be repaid in full; and it is further 


RESOLVED that the officers of this cor- 
poration be and they hereby are authorized 
and directed for and on behalf of this cor- 
poration. to take any and all action required 
to effect the foregoing resolution, including, 
but not limited to, the execution and delivery 
of this corporation's guarantee and pledge of 
the shares held by this corporation of 
International Controls Corp. and the acceptance 
of the option referred to in the foregoing 
resolution, all in such form as shall be satis- 
factory to said officers as evidenced by their 
execution, delivery and acceptance thereof. 
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Exhibit P-l4a 


Minutes of special meeting of the directors of 
Vesco & Co., Inc. on February 11, 1973 consisting 
of 3 pages. 


notice, and no waiver of notice thereof is required pu:suant to 
Section 229 of the General Corporation Law of Delaware. 

The first order of business was the discussion of a 
proposed agreement between the corporation and Elmer Sticco or 
Norton Mailman. Ralph M. Lowenbach, counsel for the corpora- 
tion telephoned, and each of the directors simultaneously entered 
into the telephone conver ation, in which Mr. Lowenbach explained 
the terms of the proposed transaction which he had been negotia- 
ting. Не advised the Board that Mr. Mailman had been almost 
impossible to reach, and because of the impending application for 
receivership of International Controls Corp. (FICC Ez. the 
granting of which would have a substantially detrimental effect 


on Vesco & Со., Inc. and its shareholders, it was deemed necessary 


to have a completed agreement by the return date of such 


1176a 


MINUTES OF A SPECIAL MEETING OF 
THE BOARD OF DIRECTORS OF 
VESCO & CO., INC. 
x я я 

А special meeting of the Board of Directors of Vesco 
& Co., Inc., a Delaware corporation, was held at che home of 
Robert Vesco, Old Denville Road, Boonton, New Jersey, at 8:00 
P.M. on Sunday, February 11, 1973. 

Present in person were Patricia J. Vesco, Shirley 
Bailey and Richard Clay, being all of the directors of the 
Company. 


Said meeting was convened pursuant to telephonic 


3. Мг. Sticco would have ап option to purchase 400,000 
of the corporation's I.C.C. common stock at я price of $5.50 per 
share, unless the corporation decided to accept a lower offer, 
in which case Sticco had the right of first refusal at the lower 
price. Sticco also had the right of first refusal on whatever 
terms the Company would agree to with a bona fide third party 
with respect to the remaining I.C.C. shares held by the Company. 

The Mailman transaction was different because Mr. 
Mailman was ‘not agreeing to pay any consideration for his option 
or right of first refusal, but would receive $5C,000 per year 
from the Company in consideration for his services as consultant 
to the Company with respect to its holdings of I.C.C. common 


stock. In all other respects, the purchase agreements were 


substantially identical. Shares sold to a bona fide purchaser 
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application, Tuesday, February 13, 1973. Mr. Sticco and his 
counsel indicated a willingness to enter into an agreement which 
would be replaced by an agreement with Norton Mailman, if terms 
were agreed upon with Norton Mailman prior to February 23, 1973. 

The terms of the agreement with Sticco were generally 
as follows: 

1. Mr. Sticco would pay to the corporation $10,000, 
in two $5,000 payments on July 1, 1973 and July 1, 1974. 

2. Mr. Sticco would have the right to vote the shares 
of stock of the Company at all elections for directors until 
December 31, 1974. Such vote could be cast only for persons who 
were not defendants in the current SEC litigation, or any share- 


ho! jers' derivative suits involving Т.С.С. 


Mailman, the said agreement with Eimer oticco 
would become null and void; and it is further 


RESOLVED that the officers of this corpora- 
tion be and they hereby are authorized for and 
on behalf of this corporation to execute and de- 
liver said agreements with Elmer Sticco and 
Norton Mailman and a letter agreement signifying 
the agreement of this corporation to enter 
therein, in such form and containing such рго- 
visions as shall be deemed appropriate to said 
officers as evidenced by their execution thereof. 


/ f / E С 
SE АҒ ара du. 


Lift. 


SHIRLEY BAILEY, Secretary 
7 / 


because the right of first refusal was not exercised would be 
sold free of any option rights or further rights of first re- 
fusal, but the voting rights would remain with Sticco or 
Mailman until December 31, 1974. 


The Board of Directors discussed the proposal, and 


thereafter, upon motion duly made, seconded and unanimously 


carried, it was 


RESOLVED that this corporation shall enter 
into an agreement with Elmer Sticco on the terms 
апа conditions outlined to the Board of Directors 
by counsel containing such provisions in said 
agreement as shall be deemed appropriate by the 
officers of this corporation as evidenced by 
their execution thereof; provided, however, that 
said agreement shall be made subject to the 
execution of an agreement of similar import with 
Norton Mailman on or before February 23, 1973, 
and upon execution of said agreement with Norton 
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Exhibit Р-15 


Letter dated February 12, 1973 to Robert L. 
Vesco from Trident Bank Limited. 


b) You shall pledge all the shares of preferred STOCK от 
Vesco & Co., Inc., as collateral for the loan together with 
120,000 shares of International Controls Corp. common 
stock. 


c) You shall cause Vesco & Co., 'nc., to guarantee the 
loan and hypothecate its shares in the International Con- 
trols Corp. as collateral for the guar paccordance 
with a Hypothecation Agreement, substantially in the form 
annexed hereto as Appendix B. 


d) You shall sign a loan agreement substantially in the 
form annexed as Appendix A. 


e) Would you kind: acknowledge acceptance of this 
letter of commitment by signing the attached copy of this 
letter and returning it to me. 


Yours very truly, 


TRIDENT BANK LIMITED 


/s/ 


President 
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February 12, 1973 
Mr. Robert L. Vesco 
Р.О. Box М 8323 
Nassau, Bahamas 
Dear Mr. Vesco: 


In connection with ^ur discussion, we are pleased to con- 
firm that we are prepared to lend to you the sum of $1,000,- 
000 (one million dollars) which is being used in connec- 
tion with the matters that may arise out of certain litigation 
related to yourself personally, and/or other entities and 
corporations in which you may have an interest on the 
following terms and conditions: 


l. a) The loan of one million dollars will be payable one 
year id date of closing and you will sign a Promissory 
Note, substantially in the form annexed as Appendix C 
hereto. The rate of interest will be 7% per annum, pay: 'able 
at the time the Note is due. 


E: Рега =: — «ғ * e с 1 ж 1 г 


é 959 9 9964999991559. 
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Exhibit Р-16 


Note in the amount of $1,000,000 dated February 
15, 1973 signed by Robert L. Vesco. 


aan ДК LL + o 


„Є "аә 
DATED THE ..42... DAY ОР (40у .А.р., 1975 


Р.О. Вох М 8323 UT 
Nassau, Bahamas ” 4 


x s » 7 Lay 
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APPENDIX В i 


NASSAU, BAHAMA U.S.$1,000,000.00 


12 MONTHS FROM THIS DATE ROBERT L. VESCO, THE UNDZR- 
SIGNED, HEREBY PROMISES TO PAY TO TRIDENT LINK 
LIMITED FOR VALUABLE CONSIDERATION RECEIVED Т. 5 SUM 
ОҒ U.S.$1,000,000.00 (UNITED STATED DONE MILLION 
DOLLARS) AT THE REGISTERED OFFICE OF TRIDENT BANK 
LIMITED IN THE CITY OF NASSAU IN THE ISLAND OF NEY 
PROVIDENCE ONE OF THE BAHAMA ISLANDS, TOGETHER WITH 
INTEREST AT 7% PER ANNUM, BOTH BEFORE AND AFTER 


Тя А тт OT ТМ 


Social Security #386-32-9035, (hereinafter referred to as 
“Mr. Уезсо”) is chairman of the board of directors of Inter- 
national Controls Corp. ( hereinafter referred to as “СС” ) а 
publicly held corporation listed on the American Stock 
Exchange. 


Daniel William Vesco, Dawn Lee Vesco, Robert Bruce 
Vesco and Anthony Donald Vesco (hereinafter collectively 
referred to as “the children”) < 2 all minor children of Mr. 
Vesco and reside at the same address. 
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February 29, 1972 
Commissioner of Internal Revenue 
Washington, D.C. 20224 
Attention: T:I:R 


Re: Robert L. Vesco, Daniel William Vesco, 
Dawn Lee Vesco, Robert Bruce Vesco 
and Anthony Donald Vesco 


Dear Sir: 

A ruling is respectfully requested that a proposed trans- 
fer of property by five individuals to a newly-formed cor- 
poration will constitute an exchange in which no gain or 
loss is recognized to the transferors pursuant to section 351 
of the Internal Revenue Code. 


FACTS 


Mr Rohert I. Vacon af Rannton Townchin New Tersev. 


M e оо іГЕС апа vacas ча апу сита Give о s GY “tg 
T time Vesco & Co. Inc. disposes of its shares of ICC 
à or you dispose of all of the preferred shares of 
4 .Vesco & Co. Inc. the Note shall become immediately t 
: ^ due and pavable. . } 
r 


4, You, Vesco & Co, Associates represent and warrant i 
to the lender that: 


(a) the corporation is duly organised and existing A^ 
in good standing uncer the laws of Delaware 
and has the corporate power to perform its 
obligations under this agreement. 


: (b) “Neither the.execution and delivery of this i 
agreement nor tne fulfillment of the compliance 
with the terms and provisions hereof by tne 
m 


borrower will conflict or result in any viola- 
tion of the Vesco & Co. charter and by-laws. 


(с) Vesco & Со, has good and marketable title, o the | 
ICC shares and has the right to пурозпесасе ti i 
in accordance with the hypothecated agreezer 
\агиехеЯ hereto and has Geliverec the hypothe 
tion agreement us well as such corporate rest 

: tions as are necessary to satisfy the 1елсёг 
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LOAN AGREEMENT 
Dated February 15, 1973 


Between ! 
eig ` TRIDENT BANK LIMITED 


and 


Ld 


ROBERT L. VESCO 


Trident Bank hereby agrees to loan the sum of One 
Million Dollars ($1,000,000) ter one year taring 
interest at 7%, inter est payable at the timc the 
Note is due, The Note is annexed hereto as 
Appendix C. : 


As security for the loan you hereby pledge ali tne 


preferred shares of Vesco % Co. Inc.” and will cause 


Vesco & Со. Inc. to hypothecate all the shares of 
Internationa. Controls Corp. in accordance with 
Appendix B. In addition you hereby pledge 120,000 
shares of ICC beneficially owned by you. 


You hereby ` represent and warrant that you own ail’ 
the preferred shares of Vesco & Со. Inc. and tnat 
Vesco & бо. Inc. represents that it owns shares of 


a, a АГ ЗАО ee ee oe د‎ EIS г w—Á که‎ TT ate ame 


(b) neither the execution and delivery of this 
Agreement and the loan hereunder will conflict 
with the lenders Charter or By-Laws. 


(c) the lender acknowledges that the borrower, whether 
by way of individual or otherwise has made no 
representations whether affirmative or negative 
with respect to the financial or other conditions 
of Vesco & Со. Inc. or ТСС. 


(d) this agreement is a binding ob’ igation upon 
yourself, anc Vesco & Co. Inc. and the guarantees 
and hypothecation agreement have been duly authorized, 


6. Covenants of Borrower 


a aaa cocer ое ТАЛАС: 


So long as the notes remain unpaid the borrower covenants 
that 


(a) ‘Preservation and Inspection: Borrower will û 
or cause to be cone all things necessary to | 
preserve, extend and keep in full force and | 
effect the corporate existence of Vesco % Co. 

Inc. and all of the rights and franchises : 
reasonably necessary to the conduct of its 
business, 


} 
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when issued in accordance with this Agreement 
the Note will be a binding obligation of the 
borrower and will be in accordance with the 
terms and conditions of this Agr-ement. 


all of the preferred shares of V:sco % Со. Inc. 
are owned by Robert L. Vesco as a. the date of 
closing. ! 


all of the common shares of ICC are owned by 
Vesco & Co, Inc. and as at the date of closing 
free and clear of any incumbrances, 


Vesco & Co. Inc, has filed all tax and oher 
returns which are required to be filed (i:cluding 
but not limited to income, franchise, exe. cise, 
sales property and transfer taxes for all past 
years). 


The lendej represents ard warrants that: 


(a) it is a bank incorporated under the laws of the 
Bahamas duly organised and existing in good 
standing under the laws of the Bahamas and has 


the power to make such a loan as is conte?iplated 
under this Agreement. 


eame Jota c 


Repayment 


Lender:will have the right of prepayment of the loan or 
thirty (30) days' notice without penalty or intercst 
thereafter, 


Events of Default P 

If any of the following events shall occur and continue 
for any reason whatsoever (and whether such occurrence 
shall be voluntary or involuntary or come about, ‚ ЭУ орега- 
tion of law or otherwise), Гог а period of twenty (20) 
days, lender may at its option by written notice to bor- 
row, declare the Notes to be forthwith die and payable, 
and the Notes shall thereupon be and become due and 
payable upon the tenth day following the day of such 
written notice in the aggregate principal amount thereor 
together with interest accrued thereon: 


(а) The preferred shares of Vesco & Со. Inc. shall 
cease to be owned by Robert Г. Vesco, cxcept 
that if such event of default occurs, the 
Purchase Notes shall be cue and payable not 
later than thirty (50) days after the day of 
such written notice from Lender to Borrower. 


Dividend Limitations: Without the prior 
written consent of lender, Vesco & Co, Inc. 
will not declare or pay any dividends on any 
class of its stock, liquidate in vhole or in 
part ог make any other distribution on account 
of any class of its stock, or "edeem, purcnase 
or otherwise acquire directly o^ indirectly 

_through a subsidiary ог otherwi:? any shares 
of its stock. 


Merzer and Sale of Assets: Without the prior 
written consent of lender, Vesco & Co. Inc. 
will not sell, transfer, pledge, morti ‘ce or 
otherwise encumber or dispose of all o: any 
of the ICC shares. 


Sale of Stock or Notes: Without the pricr 
written consent of the lender, Robert L. уе5со 
or Vesco & Co. Inc. will not sell, transfer, 
pledge, mortgage or otherwise encumber or dis- 
pose.of all or any of the ICC shares. 


Ts Survival of Representations and Warranties 


All representations and warranties contained herein 25.21) 
survive so long as the Notes shall remain unpaid in whol: 
or in parts. 


d. P 


10. 


ll. 


- caves 155 approval VICECITY) ЧП wee i m 
or acquiescence therein, or in order, judge- 
ment or decree is entered appointing any such 
trustee or receiver, or adjudicating borrower 
bankrupt or insolvent, or approving the peti- 
tion in any ‘such proceedings, and any such 
order, judgement or decree remains unstayed 
and in effect more than sixty (60) days. 


Currency of Payments 


Any payments required by or made under the terms of this 
Agreement shall be made in such coin or currency of t 
United States of America as at the time of payment shall 
be legal tender for the payment of public and private ссох 
and all references herein to amounts stated in dcllars ге- 
ferred to United States dollars. 


Closing 


ле 


The closing uncer this Agreement shall be held in Nassau, 
the Bahama Islands, within thirty (30) days of this date, 
or at such place and on such day and time as may be 


(b) 


(c) 


(а) 


(е) 
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Any representation or warranty made by 
borrower herein or in any writing furnished 
by any officer or borrower pursuant to this 
Agreement shall be false in any material 
respect. 


Borrower makes default in the performance 


‚ ог observance of any agreement, covenant, 


term or condition contained in this Agree- 
ment or in the Notes. 


Borrower makes an assignment for the benefit 
of creditors or admits,its inability to pay 
its debts generally as they become due. 

! 
Borrower or guarantor petitions or applies 
tó any tribunal for the appointment of a 
trustee or receiver of Vesco & Co. Inc., or 
“ОҒ any material part of the assets of borrower 
or commences any proceedings (other than pro- 
ceedings for the voluntary liquidation of a 
wholly-owned subsidiary) relating to borrow 
under any bankruptcy, reorganisation arrange- 
ment, insolvency, readjustment of debt, 
dissolution or liquidation, law of a juris- 
diction, whether now or hereafter in effect- 
or if any such petition or application is 
filed, or any such proceedings are commenced 
against borrower or borrower by ап; act indi- 


Га Қаз аз сы Р ЧЩ 4, № ж TTT 
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15. 


16. 


17. 


муус з жн 
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This Agreement shall be construed and enforced in ассога- 
ance with, and the rights of the parties shall bc поме 
by the law of the Bahamas (not including the choice of 
rules thereof). 


Severability 


In the event that one or more of the provisions of this 
Agreement or of the Note shall be invalid, illegal or 
unenforceable in any respect, the validity, legality 

and enforceability of the remaining provisions contained 
therein or herein shall not in any мау Le affected or 
impaired thereby. 


Descriptive Headings 


The descriptive headings of the several paragraphs of 
this Agreement are inserted for converience only and do 
not constitute a part of the Agreement. 


Counterparts 
SO ne а 


This Agreement may be executed Simultaneously in no sore 
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11, contd 


12. 


13. 


ah 


mutually agreed upon by the parties, At the Closing, 
' Borrower shall deliver to Lender: 


(a) the Notes, duly executed as provided 
ia in paragraph 1. above; 
(b) certificates evidencing the Vesco. & 

Co. Inc, shares; 


(с) the hypothecation agreement as set ? 
forth in paragraph 2 above, 


Successors or Assirns \ 
н——ы=—ы———- М 


Except as otherwise provided herein, all covenants and 
agreements in this Agreement by or on behalf of either 
of the parties hereto shall bind and inure to the bene- 
fits of the respective successors апа assigns of the 
parties hereto, 


Modification 


This ‘Agreement constitutes the entire Agreement of the 
parties with respect to the matters provided for herein, 
and no modification с amendment of this Agreement shall 
be binding upon the purty affected unless in writing and 
executed by each party affected, 

' 


Шыасы ns Pilar C, Щр 
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VEN HT fey. 


И) А 
Norman Р. LeBlanc 


— 


MEE Л a 


х nc, URL ENE ER AAS Senne 
Robert L. Vesco 


A "M 
By Iur | | 
Vesco. & Co. Inc. 


> 


17. contd 


than ten (10) counterparts, none of which псса contain 
the signatures of both parties hereto and eacn of which 
shall be deemed an original, and it shall not be neces- 
sary in making proof of this Agreement to produce or 
account for more than one such counterpart, 


.. 


18. Notices 


All communications provided for hereunder shal 
first class airmail, and if to the lender, 5 
addressed as follows: 


Trident Bank Limited 
Р.О. Box 4815 
Nassau, Bahamas 


Attn: Mr. Norman P. LeBlanc, President 
and if to the borrower, shall be addressed as followz:' 
Robert Г. Vesco 
Р Р.О. Вох №323 
Nassau, Bahamas 


IN WITNESS WHEREOF, the parties have duly executed thiu 
A eame Aa «на Ante fivet hereinabove set forth: 
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Exhibit P-18 
Hypothecation agreement dated February 15, 1973. 
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ігісепс ana vesco. АСС ац соч WV сым ә 
Гог this purposeinclude Bahamas Commonwealth 
Bank Limited, Tne Royal Bank of Canada and 
Columbus Trust Limited. 


(с) Trident remedies in the event of default unde» 
this agreement shall include the power of private 
(as well as public) sale of any or all of its 
pledged shares, subject to the о igation of 
Trident to return to Vesco or Vesco & Со. Inc. 
any proceeds of any sale of the shares in excess 
of the indebtedness of Vesco to Trident, and 
subject to a right in favor of Vesco or his nonin- 
ees to match any sale price at the private sale 
and to purchase the shares at such price, or, (if 
the fair value of the shares is not in excess о? 
the indebtedness at the time of default) the 
ромег to retain the shares in satisfaction of 
Trident's indebtedness. 


2, The parties will usc their best efforts to execute all 
documents approved by counsel, respectively, for Усьсо ага 
Trident whica the parties reasonably «ссп appropriate to 
accomplish the purposes Of this Agreement. 
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HYPOTHECATION AGREEMENT 


This is an agreement between Trident Bank Limited, a 
limited by shares organised under the laws of the "Ba 
Robert L. Vesco and Vesco & Со. Inc. 


Trident and Уезсо agree as follows: 


1. (a) The shares of Vesco & Co. Inc. and ICC shar 
which are security for Trident's loan to Vo 
shall at our direction or request be trans- 
ferred off record into a nominee's name mutu 
acceptable to both parties as mortgagee 


қалас 


> су 
وتا‎ 
SCO 


iall 


"representing" Trident as mortgagor, provided 


that the same description shall be entered 


on 


the books of ICC, all in accordance with arti- 


cles and laws acceptable to ICC. 


(b) The shares shall be deposited witn an escrow 


agent in the Bahamas pursuant to ап escrow 
agreement ("Escrow Agreement") prepared by 
and acceptable to counsel, res pectively, fo 


DEM mci > чү o № dite an @ 


r 


VESCO & CO. INC. 
^۸ : , ^ 
P2 Cw 
By .. J. LM WS pa ee 2 s 
«tf. 
DATED this v dcn of February, 1973 
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The Lender acknowledges that under 

does not have the right to vote the 

Co. Inc., or International Controls 

the loan is not default and recognises that tne 

has the absolute right to vote the shares of Уезсо & 
Co. Inc., and the absolute right to vote the shares 
International Controis Corp. notwithstanding the pro- 
visicns of the loan agreement or tne hypothecation 
agreement, except to the extent that nothing in tnis 
provision would negate the lender's interest in the 
collateral nor would prejudice the lender's rirhts in 
any manner under the terms of the loan agreement or 
this Agreement of Нур thecation. 


TRIDENT BANK LIMITED 


/ 
AA - JJ 
4 


ROBERT L. VESCO 
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Exhibit Р-19 


Option with respect to 2,500 shares of Vesco 
& Co., Inc. preferred stock signed by Robert 
L. Vesco. 


(11Q4n = 11054) 


Lisi tee fO а; жж „к ИСАМӘНЕ ҚАР Он м Om me crm ae 
This option is given by the undersigned to Vesco 6 Co., Inc. in consideration 
for its guaranty of the aforesaid loan and its hypothecation of 846,000 shares 
of International Controls Corp. common stocks to secure the aforesaid loan by 


Trident Bank Limited to the undersigned. 


L. 2 в 
Ж. эр " 4 ‘ 
Yh dii ETE 


ROBERT L. VESCO 


The undersigned grants to Vesco & Co., Inc. ап option to purchase 


2,500 shares cf his preferred stock in Vesco & Co., Inc. for a price of 


$1,400,000. This option may be exercised by Vesco & Co., Inc. until the 


expiration of the period ending 30 days beyond the repayment in full by the 


undersigned to Trident Bank Limited of a loan extended by Trident Bank 
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Exhibit FE -20 


Letter dated July 21, 1972 from Robert L. Vesco 
to American National Bank & Trust Company. 


lı. VESCO 
Rolert L. Vesco 
Robert L. Vesco 
Robert L. Vesco 


Robert L. Уевсо 
Custodian for Daniel 
. Vesco 


obert L. Vesco 
Custodian for Anthony 
. Vesco 
tobert L. Vesco 
panas for Dawn 
e Vesco 


Robert L. Vesco 
Custodian for Robert 


Р Vesco 


1,,У,М01:М 
CU5272 
С05271 
CU5278 
Total 


CU5118 


С05120 


С05121 


Cus118 


4 VV, اناا‎ 


100, 000 
100, 000 
50, 000 


350, 100 


11,595 


11,595 


11,595 


350, 088 


12 


6,522 


6, 522 


6,522 


Faitfield, New Jersey U/Uvo 
Telephone: (201) 227-4600 
TWX: 710-734-4340 


American National Bank & Trust 


225 South Street 


Morristown, New Jersey 07960 


Gentlemen: 


I am enclosing herewith certificates, representing the following shares along 


with properly endorsed stock powers. 


Name of Transferor 


|Robert L. Vesco 


Cert. Nos. 


C75085 


үзттсғтғ 


| 
г | 
July 21, 1972 
| 


Please effect transfer of the number of shares : 
indicated to the name of Vesco & Co., Inc. and return the balance in the original 


No of Shares 
To Be Returned | 


No. of Shares No of Shares 
To Be Trans- 
ferred to Vesco To Original 
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American National Bank & Trust July 21, 1972 
225 South Street 
Morristown, New Jersey 07960 Page 2 


| 
This letter :5 being hand delivered and I would appreciate it if you would | 
be kind enough to hand to the messenger all of the stock ce: tificates,after trans- 


fer,pursuant to the above to return to me. 
Very truly yours, 
INTERNATIONAL CONTROLS CORP. 


RAM. 


Robert L. Vesco 
Chairman ar. ' Chief Executive Officer 


RLV:seb 


Encls: 
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Exhibit P-2la 


Copy of Vesco & Co., Inc.'s certificate В 1 
with stub. 


46a ae ә AAG oa V 


| NINCURPORATEDQUNDE 
/ ‘>> ` Y oy 2 4-4 - АЕ... 


» 


THE STATE O! 


VESCO & 
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Exhibit P-22b 


Copy of Vesco & Co., Inc.'s certificate A 2 
with stub. 
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6% NON - CUMULATIVE 
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Exhibit Р-22с 


Copy of Vesco & Со., Inc.'s certificate A 3 
with stub. 


(1255a - 1258a) 
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Exhibit P-22d 


Copy of Vesco & Co., Inc.'s certificate A 4 
with stub. 


(1259a - 1262a) 
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THE STATE OF DELAWARE 


VESCO & CO., INC. 


1,000 SHARES CLASS “A” COMMON STOCK 20,000 SHARES CLASS “В” COMMON STOCK 10,000 SHARES PREFERRED STOCK 
NO PAR VALUE, VOTING NO PAR VALUE, МОМ - VOTING PAR VALUE 9 000.00 PER SHARE 
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Exhibit Р-22е 


Copy of Vesco & Со., Inc.'s certificate А 5 
with stub. 


(1263a - 1266a) 


WINCORPURATED UNDER THE LAWS OFS 


THE STATE OF DELAWARE 


VESCO & CO., INC. 


1,000 SHARES CLASS "A" COMMON STOCK 20,000 SHARES CLASS *B" COMMON STOCK 10,000 SHARES PREFERRED STOCK 
NO PAR VALUE, VOTING NO PAR VALUE, NON - VOTING PAR VALUE $1,000.00 PER SHARE 
6% NON- TIVE 
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Exhibit P-22f 
Copy of stub for Vesco & Co., Inc.'s certificate A 6 


(1267a - 1268a) 
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Exhibit P-22g 
Copy of stub for Vesco & Co., Inc.'s certificate A 7 


(1269a ~ 127042) 
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Exhibit P-22h 


Copy of stub for Vesco & CO., Inc.'s certificate A 8 


(1271a - 1272a) 
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Exhibit Р-221 


Capy of stub for Vesco & CO., Inc.'s certificate A 9 


(12738: = 1274a) 
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Exhibit A 


Letter dated May 16, 1968 from Hannoch, Weisman, 
Stern & Besser to Robert Jeffers, Esq. 


(1275a - 1282a) 
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Robert Jeffers, Esq. 

Hogan & Hartson, Esqs. 

815 Connecticut Avenue, Н.И. | 
Washington, D. С. 20005 . 


Dear lir. Jerscers: 


In accordance with your reouest, I shall attempt 
to summarize the background end tentative proposals regard- 
ing the estate plan of Robert L. Vesco ("RLV"). In essence, 
this will sexve as a work paper for tho contemplated get 
together among the persons concerned. | 


1. Т ат handing you herewith one copy each of the 
Wills of RLV and Patricia J. Vesco, which were executed on 
December 24, 1967. 


2. Тһе following is a summary of the individual 
and joint holdings of RLV (excluding his ICC stock) : 


Jointly Owned RLV 
With Wife Individually 


Cash $ 250,000. 


4 Houses and furnishings 2£0,000. 
Trust Сотрапу iiationa! Bank stock 200,000. 


> received fron 
on 5r ICC bones 220,000. 
лев, бака, еже. $ 50,000. 


raztnership interests 


Cash to b 

rcdcnot 
Misc. inves 
Orvis BES 


i 
me 

a 5 
(appro: 
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HANNO MH. WEISMAN. My ris; их & Besser 


Robert Jcffers, Esq. -2- Hay 16, 1968 


I did not realize, prior to the receipt of this 
schedule, how much of RLV's holdings vere in joint ownership 
vith his wife. Obviously, the gift and estate tax inplica- 
tions of this form o£ cwnershio rust be examined, since it 
is my understanding that tho consiceration for all jointly 
held property emanated exclusively from RLV. 


3. RLV, individually, owns 909,000 shares of ICC 
Stock. Each of his four children holds 11,595 shares of 
ACC stock. 


4. There is a life insurance policy in the anount 
of $48,000 on the life of RLV, of whicn his wife is the 
beneficiary. In addition, there is $700,000 of travel accident 
insurance covering RLV, respecting which Patricia J. Vesco is 
also the beneficiary. 


5. It is now contemplated that four irrevocehle 
intervivos trusts will ba established, ezcn for the primary 
benefit of one child of RLV and the descendents of thit child, 
initially, tue trustees will be Patricia J. Vesco and тисе 
Company National Bank. 


The four trusts will be identical in all substantial 
respects, ana will provide essentially, as follows: 


(a) The trust will last until the date of 
death of the survivor of RLV and the child who is the primary 
beneficiary cf the trust. 


(b) The income of the trust will be payable 
to the child, at convenient intervals, but not less often than 


annually. › 


(с) If the child predeceases RLV, the income 
of the trust will be pavable to RIV's other issue, per stirpes; 
and in the absence of such issue the same will be paid to the 
Robert L. Vesco Foundation. 


(d) If the child survives RLV, he or she, from 
and after the attainment of the ago of 21, vill have the annual 
right to demend the distribution of not more than 5% of the 


HANNOCH, WEISMAN, My rns, Si 
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их & Jirssku 


Robert Jeffers, Esc. -3- May 16, 1968 


principal - - with thc power boing granted to Satisfy such 
right of demand in kind This right of demand will bo non- 
cumulative, so thzt 
іп year l, he cannot 


іг а child 25115 to exercise the right 
comand 102 jn year 2. 

(e) ТЕ the child survives RLV, he or she, 
from and after age 21, will have the right to appoint all or 
part of the income and/or principal of the trust fund outright 
to, or in trust for tho benefit of, such child's issue, equally 
or unequally. 


(f) If the trust terninates upon the death of 
RLV (he being the survivor), then the principal of the trust 
will pass to the issue of the child-primary beneficiary; and 
in default of such issue, to the other surviving issue of RLY, 
per stirpes, with the provision that any share of such principal 
payable to another child of PLY vill be айдаса to that child's 
trust fund. If there is a complete failure of issue, the 
principal will pass to the Robert L. Vesco Foundation. 


(9) ТЕ the trusi itaminates by ieason of the 
death of the child (he or she being the survivor), спа if the 
Child is an adult at the time of his or her death, then the 
principal of the trust fund will pass to such person or persons, 
other than the child, his estate, his creditors or the creditors 
of his estate, in such portions and emounts, and either outright 
or in trust, as the child shall Gesignate in his or her Will; 
and to the extent that the child shall not duly appoint all or 
any part of the principal of the trust, then the same shall be 
distributed in the same manner as described above in subparagraph 


(f). 


(h) Until such time as a child is serving as a 


co-trustoe of his or her trust (see subparagraph (i) below), 
Patricia J. Vesco will have the НИИ (to renove Che "rus! 
Company Netdenal Bank ан trustee, and to не à био 
Ceetrustees or co-trustees (none of Vhom can be RLV). 


(i) Each child, upon the attainment of the age 
of 21, will have the right to act as 1 co-trustce of his or her 
trust; and will have the further righ: to remove the other tnen 
acting trustees, or any of them, and to serve as the sole trustee 
of such trust. 


N 

| | 1279а 4) 
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Robert Jeffers, Esq. -4- Meas. 16, 1968 


(3) Líter a child hacomes tia cole trustee of 
his or her trest, he or she Shall have the гїп to бгз] 

а Successor truscoo сх trustcos ro serve 2 cho child ссасев 
to act as trustee for any reason чалдегс t 


(k) If RLV and Patricia J. Vesco are Civorecd, 
or are separatcd pursuant to a decree of separation or a 
written separation acreoment, Patricia J. Vasco will be 
required to resign as trustee of all trustc, and the richt of 
removal cranted to her, described in subparneraph (h) above, 
will terminate. 


(1) During his lifctime, RLV will retain the 
right to designate the persons who may serve es trusices of al) 


леза J. 


si 


: 
отс 
J 
et 


а 
the trusts from and after the tira thart neither 
e 


Vesco or Trust Company National Bruk is acting as a trustee, 
including the right to change tho огбег of succession to the 
office of trustee апс to provico for the removal ої апу such 
acting succcssor “trustee. Hore acain ROY согаос ехсісісо 


this power со as to crcblo himseir to act іс а trustee or со- 
trustee of any trust. 


(m) If at any tins, for any roascn whatsoever, 
there is a complete vacancy in the office of trustec, РОМ, 


if living, will have the right со Gesicnate a €x 
trustces to act, none of whom can be hizscl I 
e 


u 
Rs Е RLV is not 
then living, United States Trust Company will с 


rve cs trustec. 


6. Patricia J. Vesco will execute an instrument, at 
the commencement of her duties as trustee of the trust deseribe 
in item 5 above, pursuant to which she vill vaive all commissicns, 
both on income and on principal. At the зал? cine, the Trust 
Company National Bank will enter into an acreement to serve Гог 
an agreed upon compensation which will be bases uron the exten! 
of the services which this instituvion vill be rcouirod to рахуоги, 
as trustce, rather than on the magnitude of the value of the 
principal. 


7. RLV will transfer $3,000 in cash to each of the 
four trusts. 


8. ХУ, together with the trustces of the four trusts, 
will enter in:o a plan of incorzoration of а olding Company, 
pursuan о waich: 


C) 1280a у 


Н^ххосн. WEISMAN, Мукну, Sres & Hessen 


Robert Jeffers, Esa. -5- May 16, 1968 


(a) PIN will transfer 500,600 shares of ICC 


stock to Holding Comnany in exchange for thet Rabar of 
shares of the отегігшес Stock сі Holding Company as vili ie 
caval to the aggregate value of the 500,000 shares of тсс 
stock, computed by using the mez: betwoen the highest and 


lowest selling price on the date of transfer, divided by 
the par value of such preferred stock, e.g., $1,000. This 
prefcrred stock vill be entitled to receive a dividend of 
6% of the par value before any dividends can be paid on the 
common stock of Holding Company. Іп case of liquidation of 
the Holding Company, the holders of the preferred stock will 
be entitled to receive the par value thercof, plus all doclarcd 
but unpaid dividends tnercon, before іу distribution is meade 
to the holders of coron stock. Holding Company will have the 
3 right to гесссл all or any part of the out standing preferred 
stock at a price of $1,000 рег share, plus all declared рис 
unpaid dividends thereon. 


(b) RLV will transfe 
for 60 shares of no гат value votin 
Company, and each of the trusts wil 
Сорапу in exchange for 3,000 share C 
stock of Holding Company, without par value. Thus, following 
such transfers, RLV will hold 60 shares of voting common, and 
the four trusts together will hold 12,000 shares of the non- 

voting common stock of Holding ыы 


CO in cash in exchange 
сэл stock of Holding 
£ сг $3,000 to tiolaing 
£ non-voting ссглол 


The two classes of common stock will bo identical 
in all respects, share and share alike, except that the exclusive 
right to vote will be vested in the voting common. 


9. There are a number of reasons that RLV has stated 
with respect to tho proposed retention by him, individually, 
of some 400,000 shares of ICC stock. Пс шау want to sell shares 
under the so-called 1% rule, fron tim: to tine. There is the 
possibility that ho will transicr shaces to the Robert L. Vesco 
Foundation. At his ceath, he would like to have his wife's share 
of his testanentary property comprised of shares of ICC stock. 


10. RLV is now contemvolating the following major 
changes in h:.s testamentary plan, aft2r the consummation of tre 
Holding Company incorporation: 
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Н^уххоси. WEISMAN, MYERS, Sas & JW;ssrm 


Robert Jeffers, Esq. =6-- May 1°, 1968 


(а) He would beaventh 20 shares of his voting 
1 І 


common stock of liolding Company to his wi lacricia J. 


% о “ 
Vesco, if she survives him. If she ozs not survive hin, 
those ares would vass, іп caual parts, to the trusts fox 
his eon dents which hole the non-voting соптоп stock oi 


the чтуу Company’. 


The remaining 40 shares of voting common stock 
would .be bequeathed, in equal parts, to the same four trusts. 


(b) The marital share would first bo funded 
with assets other than the preferred stock of Holding Coxipany. 


(c) The entire resicuary portion of RLV's proporty 
would pass to the Robert L. Vesco Foundation, with the avpropriate 
provisions, of course, of a gift over to another qualified 
charitable and/or educational organization or organizatiens, іп 
the event that for any reason the ДоБск L. Vesco Foundation did 
not qualify as an organiza tion, dispositions to which qualify as 
Charitable contributicns for Federa 1 estate tax purposes. 


11. There will be created fox cach child a section 2503 (с) 
trust which will own, and be the beneficiary of, a policy of 
insurance on the lize of RLV in the face amount of $500,000. 

What is contenolated is а one year renewable term, or perhaps а 
five year term policy. 


12. Patricia J. Vesco vill contribute the reouired 
premiums to the section 2503(c) trusts which hold the insurance 
on RLV's life. The payments should nct come from RLV himself, 
because of the Internal Revenue Service's position regarding the 
estate tax treatment of insurance on the life of a аесеселе 
which is purchased with premiums paid by the decedent during the 
three year contemplation of death period. 


In order to provide Patricia J. Venco with indcoondent 
property from which such premiums can be paid, there should be 
a severance cf certain of the jointly held property, апа the 
creation of г substantial amount of separately owned property 
in the name of Patricia J. Vesco. Wh:.le such conversion oi 
ownership vill constitute а gift from RLV to his wife, taxing 
into account the gift tax marital ceaucticn, and the availible 
exclusion anc lifetise cxemotion, RLV could transfer to Patricia 
a sizeable amount of cash, for example, without incurring any 


ifi + aas 3.135 15 2 
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Robert Jeffers, Esq. -J= 


I have set forth herein the іпіогсасіоп which I 
‚ however, to feel free 
апу amnlificati 


believe that you want. 1 urge you 
to contact ме if you desire 


regarding the matters which are dealt with 


Best regards. 


RT i 


MHS: DG 


EJ i 


Мау 16, 1965 


As 


Са OF explanation 
ever. 


Sincerely yours, 


T. om, 7 Жы Г. 
КГ: v <А 
MILTON Н. STERN 


Enc. 


cc: Mr. Robert L. Vesco 
cc: Alan Bloom, C.P.A. 
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Letter dated February 29, 1972 from Lybrand, Ross Bros. 
& Montgomery to Commissioner of Internal Revenue. 
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Fobruary 29, 


Con"issioaner cf Interial Revenue 
Washiagtoa, D.C. 2022 


IA н o $earimc 


том 


Jonn F > 


А ruling is resnoctífully i 1 эехеаеоё that а prorose3 
ransfor of property by Live 11219101216 to а asvly-70:sx 
corseratica 1421 constitute га ешсісіее in wich ao 1 ог 
loss is 7660124234 to the traasforors ov50223t to cection 351 
ог tho iatoraal Reve we Code. 
“Сез 

Mr. Rohsrt L.e Vasco of "?ооліол 20172549, New Jersoyy 
Social Cocuriít $ 325-52 9035, (Hovatan ior revorred to as 
"г. Vasco") із c «izvan of the po: Cs t ESOP“ of Pacem 
пасына Сслізлейг Сом. (ого? a i’! D ss 9 и? 
puili Iz nele соғрога 102 larici oa tu. 551498 ua Р 

Халі 111124 Vasco, oan Ico ссо, 701021, с” 
Үсзсо ag 3052057 зо злс Үсссо (гсгоізгест collective: roars 
to as "V. ail ere all піләг сліїсгол of іг. оссо 
an | 5: 


ссаге 55. 
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The Federal income tax returns of Mr. Vesco are filed 
with the Internal Revenue Service Center in Philadelphia 
subject to audit by the Newark district office 


Mr. Vesco owns 928,960 shares of voting common stock 
of ICC which represents approximately 26 per cent of the 
total shares of common stock of ICC outstanding. Each 
of the children owns 11,595 shares of voting common stock 
of ICC. These shares have been owned by the children 
since 1967 and are held on their behalf in custodian ac- 
counts. No other shares of ICC are directly or construc- 
tively owned by Mr. Vesco or the children. 


PROPOSED TRANSACTION 


It is believed that corporate ownership of a substantial 
portion of the ICC shares held by Mr. Vesco and those of 
his children will be a more desirable business and adminis- 
trative arrangement than the present direct ownership pro- 
vides. In addition, the receipt by Mr. Vesco of shares of 
both preferred and common stock of the transferee corpora- 
tion in exchange for a substantial portion of his holdings of 
common stock of ICC will facilitate a more orderly disposi- 
tion of his estate at the time of his death, as well as the 
funding of death costs, without necessarily affecting control 
of the present holdings of ICC stock. 


Accordingly, a new corporation (hereinafter referred to 
as “Company” ) will be organized under the laws of Dele- 
ware with capital stock consisting of a class of 6 per cent 
non-cumulative preferred stock with a par value of $1,000 
per share; a class of no par value nonvoting common stock, 
and a class of no par value voting common stock. 


The two classes of common stock of Company will be 
identical in all respects except that the right to i ote will be 
vested exclusively in the voting common shares. The pre- 
ferred stock will be entitled to receive a 6 per cent dividend 
on a non-cumulative basis before any dividend can be paid 
on the common stock. The preferred stock will be redeem- 
able at, and in the event of liquidation, preferred over the 
outstanding common stock to the extent of par value pius 
any declared but unpaid dividends. 


Pursuant to the proposed plan, Mr. Vesco will transfer to 
Company 800,200 shares of his ICC common stock solely in 
exchange for 6,400 share« ot preferred stock and 52 shares of 
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voting common stock of Company. At the same time, each 
of the children will transfer to Сот”апу 11,595 shares 
(46,380 in the aggregate) of ICC common stock solely in 
exchange of 3,00 shares each (12,000 shares in the aggre- 
gate) of nonvoting common stock and 12 shares each (43 
shares in the aggregatc) of the voting common stock of 
Company. 


The 6,400 shares of preferred stock, 12,000 shares of non 
voting common stock and 100 shares of voting common 
stock of Company to be issued to Mr. Vesco аг \ the chil- 
dren (sometimes collectively referred to as "the transfer- 
ors") pursuant to the proposed plan will constitute the total 
outstanding stock of Company. The issuance of additional 
shares of Company stock is not presently contemplated, nor 
are any dispositions of the shares of Company stock re- 
ceived by the transferors presently planned. There is no 
present intention to cause Company to redeem the pre- 
ferred stock or to liquidate. 


The stock of Company to be rece'ved by the transferors 
will be issued solely in exchange for the ICC stock to be 
received by Company and no shares will be issued for 
services, 


The ICC shares to be transferred to Company will not be 
subject to liabilities nor will any liabilities of the transferors 
be assumed by Company in pursuance of the proposed 


plan. 


There is no present intention for Company to sell or 
otherwise dispose of any of the ICC shares to be received 
in the exchange, nor to acquire any other property. 


Each party to the proposed plan will pay his respective 
share of the expenses arising from the transaction. 


RULING REQUESTED 


t is respectfully requested that the following ruling 
paragraphs be issued: 


1. No gain or loss will be recognized to Mr. Vesco or to 
the children upon the proposed transfer of ICC stock to 
Company solely in exchange for all of its outstanding shares 
of preferred, nonvoting common and voting common stock, 
as described above, pursuant to the provisions of section 
351(a) of the Internal Revenue Code. 
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2. No gain or loss will be recognized to Company upon 
the issuance of shares of its stock in exchange for stock of 
ICC under section 1032 of the Code. 


3. The basis of the ICC stock transferred to Company by 
Mr. Vesco and the children will be allocated to the Com- 
pany shares received by each in exchange therefor in 
preparation to their relative fair market values as provided 
by section 358 of the Code and section 1.358-2(a) (2) of 
the Regulations thereunder. Under section 1223(1), the 
holding period of the steck of Company received will in- 
clude the period during which the ICC stock given in 
exchange was held. 


4. Pursuant to section 362(a) and section 1223(2) of 
the Code, the basis and holding period of the shares of ICC 
stock received by Company will be the same as the basis 
and holding period, respectively, of such shares in the 
hands of each transferor immediately before the exchange. 


5. The preferred stock of Company received by Mr. 
Vesco will not constitute "section 306 stock" within the 
meaning of section 306(c) of the Code. 


GROUNDS FOR RULING 


No gain or loss is recognized upon the transfer of prop- 
erty to а corporation solely in exchange for stock of the 
transferee under section 351(a) of the Code, provided the 
transferors in the aggregate are "in control" of the trans- 
feree immediately after the exchange. In general, control 
is represented by ownership of at least 80 per cent of the 
voting stock and 80 per cent of each of the other classes of 
stock of the transferee corporation. Section 368(c). 


Inasmuch as Mr. Vesco and the children will transfer 
property (stock of ICC) to Company solely in exchange 
for stock of Companv, and as a result will own all shares 
of each class of stock of Company outstanding after the 
exchange with no present intent to dispose of any such 
shares, the requirements of section 351(a) will be satisfied. 


Section 1.351-1(c) of the Regulations imposes certain 
additional requirments which could cause section 351 to 
be inapplicable where the property transferred is stock of 
another 
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corporation. However, among other circumstances nece:- 
sary for disqualification, the transfer must result directly 
or indirectly in diversification of the transferors' interests. 
Section 1.351-1(c) (1) (i) of the Regulations. Inasmuch as 
the transferors will transfer identical assets to Company, 
і.е., voting common stock of ICC, these provisions of the 
regulations have no adverse effect upon qualification of the 
proposed plan under section 351 of the Code. See section 
1.351-1(c) (5) and (6), Example (1) of the Regulations. 


The preferred stock of Company to be received by Mr. 
Vesco will not constitute "section 306 stock" inasmuch as 
such stock will not be (i) distributed to Mr. Vesco in a 
transaction which is nontaxable by reason of section 305 
(section 306(c) (1) (A), (ii) received in pursuance of a 
plan of reorganization within the meaning of section 306 
(a) or a distribution to which section 355 applies (section 
306(с) (1) (В)), or (iii) received in exchange for the sur- 
render of "section 306 stock" (section 306(c) (1) (C); nor 
will Company have any earnings and profits at the date the 
transaction is consummated which would be a dividend if 
money would be distributed in lieu of the preferred stock 


(section 306( c) (2) ). 


LÀ c © 


То the best of the knowledge of the undersigned, identi- 
cal issues presented for ruling herein are not being con- 
sidered by any field office of the Service in connection with 
an active examination of audit of a tax return already filed 
nor are being considered by a branch office of the Appellate 
Division. 


A power of attorney authorizing the undersigned to rep- 
resent Mr. Vesco is enclosed, as is a power of substitution 
from the undersigned to Mr. Paul Schecter. 


In the event it is contemplated that the ruling para- 
graphs cannot be issued as requested, the opportunity for 
a conference will be appreciated. Please call me or Mr. 
Schecter at 223-1700 if you desire any additional informa- 
tion. 


Very truly yours, 


{RA H. SHAPIRO 
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Letter dated July 6, 1972 from Lybrand, Ross Bros. 
& Montgomery to Commissioner of Internal Revenue. 
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July 6, 1972 


Commissioner of Internal Revenue 
Washington, D.C. 20224 


Attention: T:I:R:4 
Re: International Controls Corp. 


Dear Sir: 


In resporse to an application for ruling dated February 
29, 1972, a ruling letter was issued by your office on April 
26, 1972 with respect to certain Federal income tax conse- 
quences of a proposed transfer of shares of International 
Controls Corp. (“ICC”) owned by Mr. Robert L. Vesco 
and his children to a new corporation ("Company"). A 
supplemental ruling is hereby requested to take into ac- 
count a reduction in the number of ICC shares to be trans- 
ferred to Company as described below. 


Pursuant to the plan as originally proposed, Mr. Vesco 
would transfer 860,000 of his 928,960 shares of common 
stock of ICC to Company in exchange for 6,400 shares of 
preferred and 52 shares of voting common stock of Com- 
pany. In addition, 48,380 shares of ICC stock owned by 
his children were to be transferred to Company in ex- 
change of 12,000 shares of nonvoting common and 48 
shares of voting common stock of Company. 


Due to a change of circumstances Mr. Vesco presently 
contemplated the possibilities of disposal of a lesser portion 
of his holdings of ICC stock to interested parties. Accord- 
ingly, it is proposed that the ICC stock to be transierred 
by Mr. Vesco to Company will be reduced to approximately 
300,000 to 350,000 shares. In exchange therefor, Mr. Vesco 
will receive the 52 shares etc. 
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of voting common stock of Company as originally proposed 
but the number of shares of preferred stock of Company to 
be issued to Mr. Vesco will be reduced to reflect the lesser 
value of ICC stock to be transferred by Mr. Vesco. 


The ICC stock owned by the children to be transferred 
to Company will be reduced to approximately 18,000 to 
20,000 shares in total (4,500 to 5,000 shares each) in order 
that the children's shares to һе transferred will be in the 
same proportion to the total suares transferred under the 
revised plan as under the original plan. The nonvoting and 
voting common shares of Company to be issued in exchange 
for the children's ICC stock will remain unchanged. 


Apart from the number of ICC shares to be transferred 
to Company and the number of preferred shares to be 
issued by Company in the exchange, all of the other facts 
and representations set forth in the third paragraph on 
page 2 through the fifth paragraph beginning on page 3 
of the application for ruling will remain applicable to the 
tiansaction as revised. 


A supplemental ruling is respectfully requested that each 
of the holdings of your ruling letter of April 26, 1972 will 
remain in full force and effect with respect to the proposed 
transaction as revised to take account of the reduction in 
the number of ICC shares to be transferred to Company. 


If any additional information is desired please call the 
undersigned or Paul A. Schecter at 223-1700. 


Very truly yours, 


/s/ 
IRA H. SHAPIRO 


IHS:mcp 


Copy to: Leonard Polisar, Esq. 
Art Rothkopf, Esq. 
Milton H. Stern, Esq. 
Alan Bloom 
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Letter dated April 26, 1972 from Internal Revenue 
Service to Ira Shapiro. 
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Defendant Exhibit D U.S. Dist. Court, S.C. of МУ. 
June 30, 1975 
T:1:R:4 April 26, 1972 


Mr. Ira Shapiro 

1100 Connecticut Avenue, N.W., 
Washington, D.C. 20036 

In re: International Controls Corp. 


Dear Mr. Shapiro: 

This is in reply to a letter dated February 29, 1972, in 
which a ruling is requested as to the Federal income tax 
consequences of a proposed transaction. The relevant facts 
submitted are summarized below. 

Мг. L. Vesco (“Мг. Vesco”) is chairman of the board of 
directors of International Controis Corp. (“ICC”), a pub- 
licly held corporation listed on the American Stock Ex- 
change. Mr. Vesco owns 928,000 shares of ICC common 
stock which represents approximately 26 percent of the 
total shares of ICC stock outstanding. Daniel William 
Vesco, Dawn Lee Vesco, Robert Bruce Vesco and Anthony 
Donald Vesco are the children (“the children”) of Mr. 
Vesco and each of them owns 11,595 shares of ICC com- 
mon stock which are held on their behalf in custodian 
accounts, 

It is proposed that a new corporation ("Company") be 
formed under the laws of Delaware with a capital stock 
consisting of a class of $1,000 par value six percent non- 
cumulative preferred stock, a class of no par value common 
stock, and a class of no par value voting common stock. 
The two classes of common stock will be identical in all 
respects except that the voting common stock will have the 
exclusive right to vote. The preferred stock will be re- 
deemable at any time at its par value plus declared but 
пра dividends, and will be preferred іп the same amount 
in the event of liquidation. 

Pursuant to a proposed plan, Mr. Vesco will transfer to 
Company 800,000 shares of ICC stock solely in exchange 
for 6,400 shares of preferred stock of Company and 52 
shares of voting common stock of Company. Each of the 
children will transfer 11,595 shares of ICC common stock 
to Company and each will receive in exchange 3,000 shares 
of Company nonvoting common stock and 12 shares of 
voting common stock of Company. The 6,400 shares of 
preferred stock, 12,000 shares of nonvoting common stock 
and 100 shares ui voting common stock of Company to be 
issued to Mr. Vesco and the children (“the transferors") 
will constitute the total outstanding stock of 


" $ 


1294a 


The issuance of additional shares of Company stock is 
not presently contemplated, nor are any dispositions of the 
shares of Company stock received by the transferors pres- 
ently planned. There is no present intention on the part 
of Company to redeem the preferred stock. The ICC 
shares to be transferred to Company will not be subject to 
any liabilities nor will any liabilities of the transferors be 
assumed by Company pursuant to the proposed transaction. 


There is no present intention for the Company to sell or 
otherwise dispose of any of the ICC shares to be received 
in the exchange, nor to acquire any other property. 


The transferors will each pay their own expenses and 
Company will pay its own expenses of the proposed trans- 
action. 


It is believed that corporate ownership of a substantial 
portion of the ICC shares held by the transferors will be a 
more desirable business and administrative arrangement 
than the present direct ownership provides. In addition, 
the receipt by Mr. Vesco of shares of both preferred and 
common stock of Company wi! acilitate a more orderly 
disposition of his estate at the time of his death, as well as 
the funding of death costs, without necessarily affecting 
control of the present holdings of ICC stock. 


Based solely on the information submitted, it is held as 
follows: 


(1) No gain or loss will be recognized to the transferors 
upon the transfer of their shares of the stock of ICC to 
Company solely in exchange for preferred stock, nonvoting 
commor stock and voting stock of Company (section 
351(a) of the Internal Revenue Code of 1954). 


(2) The basis of the shares of preferred stock, nonvoting 
common stock and voting common stock of Company re- 
ceived by the transferors will be the same as the basis of 
the ICC stock surrendered in exchange transfer (section 
358(c)(1)), allowed among the shares of preferred stock. 
nonvoting common stock and voting common stock in pro- 
portion to their respective fair market value on the date 
of the exchange in accordance with section 1.358-2 of 
the Income Tax Regulations. 
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(3) No gain or loss will be recognised to Company upon 
the receipt of the stock of ICC in exchange for its stock 
(section 1032(a) ). 


(4) The basis of the ICC stock in the hands of Com- 
pany will be the same as the basis of such stock in the 
hands of the transferors immediately prior to the exchange 
(section 362(a) ). 


(5) The holding period of the stock of ICC received by 
Company will include the period during which such stock 
was held by the transferors (section 1223(2) ). 


(6) The preferred stock of Company received by Mr. 
Vesco will not constitute “section 306 stock” within the 
meaning of s.ction 306(c) of the Code. 


No opinion is expressed as to the tax treatment of the 
transactions under the provisions of any of the other sec- 
tions of the Code and Regulations which may also be applic- 
able thereto, or to the tax treatment of any conditions exist- 
ing at the time of, or effects resulting from, the transactions 
which are not specifically covered by the above rulings. 

A copy of this letter should be attached to the Federal 
income tax returns of the taxpayer involved for the taxable 
year in which the transaction covered by the above rulings 
is consummated. 


Pursuant to a power of attorney on file in this office, a 
cc ‚у of this letter is being sent to Mr. Alan К. Bloom. 


Sincerely yours, 


/s/ John Е. Bogaard 
JOHN F. BOGAARD 
Chief, Reorganization Branch 
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Letter dated July 21, 1972 from Internal Revenue 
Service to Ira Shapiro. 
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^ Mr. Ira Shapiro 
c/o lybrenc, Ross Bros. & Nontgemery 
1100 Connecticut Avcnuc, М.М, 
Washington, D.C. 20036 


In re: International Controls Corporation 


Dear Mr. Shapiro: 


This is in rcply to a letter dated July 6, 1972, requesting 
a modification of our ruling lettor dated April 26, 1972, hereby 
incorporated by refcrcnco. 


Ригзиші, to your request, the following should be inserted 
in lieu of the last parigraph of tho first рльс of our prior letter; 


"Pursuant to a proposed plan, Mr. Vesco vil) 
to Company 300,000 to 350,020 shares of ICC stock 
for less then 6,00 shares of preferred stock 
52 shares of voting common stock of Company. Each of the 
chilércn will transfer №,500 to 5,000 shares of 102 сомтой 
stock to Company and 7 ch will receive in exchange 3,000 
shares of Company попу. ing common stock and 12 sharcs of 
voting common stock of Company. Tho preferred stock, non- 
voting common stock and voting common stock of Company to 
be issued to Mr. Vesco and the children ("the transferrors"), | 
as doscribed above, will constitute the total oulstanding 
stock of Company. It is represented that the fase market 
value of the stoc to be transforred by each transferror 
will equal the fair marxat value of tho stock to bo received 
in exchange therefor." 


transfer 
in exchenge 
of Company ond 


The above nodification to our ruling lettcr dated April 26, 
will have no effect on tho rulings sct forth in that letter, and 
rulin vill romzin in full force and offect. 


1972 
such 
65 


In addition to the above, the following 
the ruling 


should bo inserted after 


рагасгаріг оп the third page of our prior lottor; 


Mr. Ira Shapiro 


In re: 


"Tho rulings 
the fair market v 
represents the fa 
in exchange thercfor 
treatment of the ano 
value of thc sh 
fair market value 
дебеглілгі1оп of 
and the stock i 
4псоле tax returns 
1,1с4 for the 
consumnatcd." 


A copy of 


4nvolved for the taxable 


Pursuant to a power 
of this letter has becn 5 


International Controls 


ares r 


above ore ei 
glue of the C2522) 
ir market valu? 
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es a copy of our prior lottor 
pn sne tax returns of the partiss 


year in wnica the transaction is consumnaated. 
of attorney cn file in this office, a Copy 
ent to Mr. Alan К. Bloom. 


